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ABSTRACT 

A growing body of entrepreneurship literature has emphasised entrepreneurship in the informal economy. 

The divergent views of informal entrepreneurship studies following various socio-cultural and 

institutional developments require extensive research in developed and developing countries. Given the 

paucity of research on the factors influencing informal entrepreneurship establishment despite its 

prevalence in Sarawak, this research aims to identify the internal and external factors that influence 

entrepreneurs to (i) operate in the informal economy and (ii) transition from the informal to the formal 

economy. Theoretically, the push and pull motivation theory was utilised to justify entrepreneurs’ 

motivation to operate in the informal economy and transition to the formal counterpart. A qualitative 

research methodology was employed with an interpretive paradigm. The study data were collected from 

15 informal and 15 successfully transitioned formal entrepreneurs in Sarawak with in-depth and semi-

structured interviews. A thematic approach was then utilised for data analysis.  

Both entrepreneur categories were extensively motivated by internal and external factors. Specifically, 

self-motivation, necessity-driven factors, and personal constraints compelled entrepreneurs to remain in 

the informal economy. Laws and regulations, opportunities, and social influences depicted the external 

factors impacting entrepreneurs’ retention in the informal economy while self-actualisation and 

intolerance of informal economic practices influenced entrepreneurs towards formalisation. In other 

words, regulatory mechanisms and social impacts motivated entrepreneurs towards the formal economy. 

This research intended to extend the current study area towards informal economies for evidence of (i) the 

internal and external factors motivating entrepreneurs’ operation in the informal economy and (ii) the 

internal and external factors motivating entrepreneurs to transition from informal to formal 

entrepreneurship in Sarawak. The study findings would be significant to policymakers for policy 

implementations on informal entrepreneurship and the promotion of transition strategies to the formal 

economy. The findings would also be relevant to current informal entrepreneurs who may intend to 

transition to the formal economy.  

Keywords: Informal entrepreneurship, Transition, Formal entrepreneurship, Sarawak   
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CHAPTER ONE: INTRODUCTION 

 

1.1 CHAPTER OVERVIEW 

This chapter provides the research overview, background, problem statement, and research gaps. The 

chapter also outlines the research objectives and questions, scope and significance. Lastly, the research 

structure is presented to conclude the chapter.  

 

1.2 RESEARCH BACKGROUND 

The informal economy implies significant social and economic implications for policymakers, 

practitioners, and academicians. As an advancement of the contemporary global economy (Gunhidzirai 

& Tanga, 2017; La Porta & Shleifer, 2014; Luttikhuizen & Kazemier, 2018), informal 

entrepreneurship denotes the establishment of a business venture in the informal economy (Sauka, 

Schneider & Williams, 2016; Siqueira, Webb & Bruton, 2016). On another note, the informal economy 

is the grey area of the financial sector without taxation or government control (Kasim & Jayasooria, 

2001). For example, the International Labor Organisation or ILO (2015b) defined the informal 

economy as all the financial activities by economic units without legal or formal arrangements.  

The Organisation for Economic Cooperation and Development, OECD (2002, p. 164) defined 

informal entrepreneurship as “the production and sales activities that are legitimate in all aspects aside 

that these activities are deliberately concealed from public authorities to avoid taxes, and has 

incompliance with legal standards, rules, and regulation such as minimum wages, safety or health 

standards, social security contributions”. The definition was extensively utilised in past research as 

unorganised, unregistered, and small-scale activities occurring outside formal economy boundaries 

and within the informality context (Mehtap, Ozmenekse & Caputo, 2019; Williams, Martinez–Perez 

& Kedir, 2017; Williams & Nadin, 2012).  

Following past studies, the informal economy denotes an essential financial sector on a global 

scale, particularly in developing countries (Acs & Virgill, 2010; Gurtoo & Williams, 2009; Hallam & 

Zanella, 2017). On average, informal economic activities account for 10 to 20% of the annual gross 

domestic product (GDP) in developed countries and up to 60% of the annual GDP in developing 

counterparts (Medina & Schneider, 2018; Schneider, 2002). Informal entrepreneurship also 

significantly impacts employment opportunities, livelihoods, and incomes for millions of workers 

(ILO, 2018; Pratap & Quintin, 2006). In ILO (2018), two billion of the employed population 
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worldwide works in the informal economy. For example, informal employment predictably reflects 

61.2% of the jobs globally (ILO, 2018). Given the significance of the informal sector contributions to 

developing economies, Williams, Martinez-Perez and Kedir (2017) asserted the informal sector to be 

a crucial development in entrepreneurship research.  

Following the Department of Statistics Malaysia (2016), the informal economy encompasses 

enterprises that are unregistered with the Companies Commission of Malaysia (SSM) or other 

professional bodies, including the local authority (LA). Specifically, at least one of the produced goods 

and services are meant for sale or barter-oriented transactions. Such enterprises employ 10 workers or 

less without any social security. In other words, the informal sector represents the legal financial 

activities of workers and entities that are not covered by formal arrangements (Department of Statistics, 

2016). Despite the notable contributions from informal entrepreneurship towards economic 

development, informal economic activities are inevitably associated with regulation avoidance, tax 

evasion, and social irresponsibility (Floridi & Wagner, 2016). Unregistered businesses have been 

conventionally viewed as detrimental to firm performance. Based on extensive findings, informal 

sector enterprises indicate lower efficiency and performance compared to their counterparts operating 

in formal institutional environments (La Porta & Shleifer, 2014).  

The adoption of Recommendation 204 (R204) for renewed efforts to manage informal 

economic activities was mooted during the 104th session of the General Conference of ILO (2015). 

The R204 strives to facilitate worker and economic unit transitions from informal to formal economies 

(ILO 2015b), formalise financial activities, and recognise all work as taxable income sources (Ojo, 

2019). In this regard, R204 is an integrated strategy to catalyse the transition of informal 

entrepreneurship to the formal economy and ensures opportunities for income security, livelihood, and 

entrepreneurship. The R204 also provides workable strategies for policymakers, such as the Malaysian 

government to promote local informal entrepreneurs’ transition to operate in the formal economy. In 

line with R204, the government should appropriately assess the factors influencing economic 

informalities for legal implementations and formal economy transitions. The recommendation 

promotes entrepreneurial development, preservation, and sustainability with decent jobs in the formal 

economy to uphold workers’ fundamental rights and social protection (ILO, 2015b). 

The transition of informal entrepreneurship to the formal economy is beneficial to 

entrepreneurs (for business growth), the government (for increased tax revenues), and the country at 

large (Dzansi & Tasssin, 2014; Sutter et al., 2017). Such efforts predictably induce economic growth, 

such as increased employment and productivity (ILO 2014). Notwithstanding, informal 
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entrepreneurship remains prevalent in both developed and developing countries despite the ILO 

emphasis on transition-based initiatives (Floridi & Wagner, 2016). As entrepreneurship is perceived 

to be a socially constructed behaviour (Webb et al., 2009), a sound understanding of entrepreneurs’ 

decisions is necessary to mitigate informal economies following ILO (2018).  

 

1.3 RESEARCH CONTEXT 

This study was conducted in Sarawak, the largest Malaysian state with an area of 124,450 km2 

(Department of Statistics, 2018). Sarawak is also one of the two East Malaysian states on the Island of 

Borneo other than Sabah and is the third-largest island in the world. The state borders Sabah on the 

northeast, Kalimantan, Indonesia on the south, the sovereign nation of Brunei on the north, and the 

South China Sea on the west. Kuching is the capital city, state government seat, and administrative 

and economic centre of Sarawak (Oxford Business Group, 2011). 

Given the abundance of natural resources, 32.8% of the state economy in 2013 was derived 

from mining, agriculture, and forestry (Alias, 2015). Sarawak is also engaged in manufacturing food 

and beverages, wood, rattan, and basic metal products, petrochemicals, cargo and air services, and 

tourism (Alias, 2015). The state GDP recorded 9.7% as of 2018 and became the third leading 

Malaysian state (Department of Statistics, 2018). Meanwhile, the GDP per capita for Sarawak was the 

fourth highest in Malaysia at RM 52, 301 (Department of Statistics, 2018). Regardless, the urban-rural 

income gap in Sarawak remained concerning due to the advent of informal entrepreneurship. 

Sarawak was selected as a study location for several reasons. Following Tumin (2020), the 

total informal sector employment in Sarawak denotes 10% of the total counterpart in Malaysia. The 

Department of Statistics (2018) also reported Sarawak to have a higher number of informality. In this 

research, potential entrepreneurs were selected from four primary cities in Sarawak: Kuching, Sibu, 

Bintulu, and Miri. Following the Department of Statistics (2016), informal economy encompasses 

companies that are unregistered with SSM or other professional bodies, including LA with at least one 

of the goods and services produced for sale or barter-based transactions. Such enterprises under the 

informal economy employ 10 workers or less with no social security. The informal sector generally 

denotes the economic activities of workers and entities with no legal or formal arrangements 

(Department of Statistics, 2016), such as unregistered roadside stalls, homed-based trading, and service 

activities that are undisclosed to local authorities (Henning & Akoob, 2017).  
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Entrepreneurship is the national economic backbone with 98.5% of small and medium 

enterprises (SMEs) and businesses establishments (SME Corporation Malaysia, 2019). The service 

sector encompasses the highest number of entrepreneurship establishments (89.2%), followed by 

manufacturing (5.3%), and construction (4.3%) in 2017. Several entrepreneurs also engaged in 

agricultural and mining sectors at 1.1% and 0.1%, respectively (SME Corporation Malaysia, 2019). A 

total of 61,036 SMEs (a significant number compared to other states) were established in 2016 

(Department of Statistics, 2016). Moreover, SMEs have reflected a notable contribution of 6.2% to the 

national GDP (Department of Statistics, 2016) with 52.8% of GDP to the agriculture sector, 46.4% to 

construction, 42.2% to services, 34.4% to manufacturing, and 2.4% to mining (Department of 

Statistics, 2016). The aforementioned contributions demonstrate the essentiality of entrepreneurial 

establishments to facilitate the national economy. 

The National Entrepreneurship Policy (NEP) 2030 implementation is a long-term strategy that 

strives to inculcate an entrepreneurial culture (NEP, 2019) and establish Malaysia as a prime 

entrepreneurial nation by 2030 (National Entrepreneurship Policy 2019). Current SME contributions 

to the economy involve 37.1% of GDP and 66% of employment (Department of Statistics, 2018). 

Meanwhile, NEP predicts the SME contributions to be 50% of GDP with 80% of employment by 2030 

(New Straits Times, 2019). As the sixth state with the highest number of SME establishments in 

Malaysia, Sarawak accounts for 6.7% of the total Malaysian SMEs (Department of Statistics, 2016). 

As the transition of informal enterprises to the formal economy denotes one of the key determinants 

of SME establishments (Chepurenko, 2018), this research identified a sizeable proportion of informal 

entrepreneurship in Sarawak with high transition probabilities towards formal entrepreneurship. As 

such, informal entrepreneurship transitions to formal counterparts are vital to actualising NEP  

targets. 

Entrepreneurship is primarily emphasised following the Sarawak Digital Economy Strategy 

(2018 - 2022). Specifically, the Sarawak Digital Economic Transformation Agenda facilitates the 

informal entrepreneurs in Sarawak to shift to the formal economy. Given the influence of digital 

technology at all social levels, Onyima and Ojiagu (2017) asserted a strong correlation between digital 

technology usage and formalisation tendencies. Notably, digital technology connects individuals 

within the informal economy to formal opportunities and resolves existing complexities (Dass 2018). 

Berrou and Eekhout (2019) conceded digital technology to be a beneficiary tool that provides formal 

opportunities for socio-culturally constrained informal entrepreneurs with conservative lifestyles and 

secretly thriving businesses. In this vein, digital technology facilitates the informal entrepreneurship 
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transition to a formal and inclusive economy (Berrou & Eekhout, 2019). The state-level commitment 

towards rapid financial development with digitisation corresponds to the current research objectives. 

 

1.4 PROBLEM STATEMENT 

The ILO (2018) highlighted the dire need to manage the highly complex and multi-dimensional socio-

economic phenomenon of informal entrepreneurship (Williams & Nadin, 2012). In ILO (2018), the 

advent of informal entrepreneurship is highly challenging for workers’ rights and welfare, including 

fundamental work principles and social protection. Informal entrepreneurship also adversely impacts 

sustainable entrepreneurial development (Nixon, 2017; Rupani, 2014), public revenues, and 

governmental scope of action, particularly regarding economic and social policies (ILO, 2015a; 

Josephine et al., 2018). Such intricacies would eventually instigate imbalanced institutions, unfair 

competition, and hamper inclusive development (ILO, 2015a; Nixon, 2017). Summarily, informal 

entrepreneurship negatively impacts entrepreneurs, workers, and the government. 

Informality lowers productions and deters business growth (Knox et al., 2019; Ramasamy, 

2017; Struwig, Krüger & Nuwagaba, 2019). For example, low national GPD results in high informality 

(Acs & Virgill, 2010). Categorically, informal entrepreneurs are a vulnerable economic group (Doorn, 

2018; ILO, 2015b) as unregistered and undeclared businesses cause intricacies in applying for loans 

(International Finance Corporation, 2013; Kamath & Ramanathan, 2015; Tassin, 2014). Low financial 

access to the current market deters their business growth, production, and development (ILO, 2016; 

Tassin, 2014; Kasim & Jayasooria, 2001). Informality also leads to inadequate social protection, 

employment rights, and optimal working conditions for individuals in the informal economy (ILO, 

2018). Zahiid (2018) reported that an unregistered and ambiguous employment status through 

informality lowers worker protection under Malaysian laws, such as the circumvention of labour 

market regulations: work abuse, low minimum wages and social protection, and risky working 

conditions (Bernama, 2018; Department of Statistics, 2017; Muthusamy & Ibrahim, 2016).  

This research aimed to examine the transition of informal entrepreneurship to formal 

businesses following the loss of government tax revenues and undisclosed income taxes (Palda, 2001; 

Josephine et al., 2018; Joshi, Prichard & Heady, 2013). In Din (2016), tax non-compliance rates from 

informal entrepreneurship are approximately 20% in Malaysia. Based on Williams and Horodnic 

(2016), tax non-compliance originates from individuals’ tax evasion and hesitance to pay tax (Din, 

2016; Saad, 2014; Williams & Horodnic, 2016). Tax evasions subsequently lead to loss of tax revenues 
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and low government funds for economic development (Ching, 2013; Mohamad, Zakaria & Hamid, 

2016; Pickhardt & Prinz, 2012).  

 

1.5 RESEARCH GAPS 

Empirically, informal entrepreneurship represents a broad range of constructs and research domains 

with significant research possibilities (Shepherd, Williams & Patzelt, 2014; Williams, 2006; Williams 

& Nadin, 2014). Williams (2010), Williams and Nadin (2010), and Williams and Horodnic (2016) 

indicate the past studies on developed nations while research on informal entrepreneurship was 

performed in developing countries, such as India (Williams & Gurtoo, 2011), Africa (Adom & 

Williams, 2012), and Pakistan (Williams & Shahid, 2016). In this vein, various socio-cultural and 

institutional arrangements result in divergent literary perspectives.  

In line with past studies, this research acknowledged a notable gap in the informal 

entrepreneurship literature. Based on Williams and Shahid (2016), evaluations of entrepreneurs’ 

rationale for informational business operations remained scarce. Specifically, past research primarily 

emphasised the assessment of informal entrepreneurship size following Charmes (2012) and Schneider 

(2002). Williams and Nadin (2014, p. 35) denoted that “the issue of why entrepreneurs operate in the 

informal economy, until now, has not been empirically evaluated”. Likewise, Tassin (2014) 

highlighted the paucity of exploratory research to determine the factors influencing entrepreneurs’ 

retention in the informal economy. Based on the literature gaps, this research strived to examine the 

key determinants of entrepreneurs’ engagement in informal entrepreneurship.  

Williams and Nadin (2014) proposed the evaluation of entrepreneurs’ informal business 

operations and consideration of appropriate policy measure adoptions towards formalisation. The 

recommendation significantly influenced the current research objectives to determine the factors 

influencing informal entrepreneurs’ transition to the formal economy parallel to Olomi, Nchimbi and 

Utouh (2011) and Unni (2018). Perceivably, distinct factors motivated various entrepreneurs towards 

business transitions. The informal entrepreneurship transition to the formal economy is a relatively 

novel topic (ILO, 2015). Specifically, the R204 publication by ILO (2015) has garnered entrepreneurs’, 

researchers’, and policymakers’ interest. Nevertheless, relevant studies on the transition remained 

lacking (Olomi, Nchimbi & Utouh, 2011). As such, this research aimed to bridge the existing gaps 

with a thorough examination. Following Williams and Nadin (2012), future studies should emphasise 

“how informal enterprises are to be brought into the formal economy.” Although past studies, such as 

Franck (2012) and Tokman (2011) proposed several policies to validate informal entrepreneurship, no 
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study on transition effectiveness has been conducted to date. Hence, this research intended to provide 

insights into the most workable policies that influence entrepreneurs’ transition to the formal economy. 

Summarily, the study research aimed to (i) determine the factors influencing entrepreneurs’ 

engagement in the informal economy and transition from the informal to the formal economy in 

addressing the research gaps and other scholars’ suggestions.  

 

1.6 RESEARCH OBJECTIVES 

The research objectives aimed to examine the factors influencing informal entrepreneurs’ retention in 

the informal economy and the key determinants of entrepreneurs’ transition from the informal to the 

formal economy.  

 

1.7 RESEARCH QUESTIONS 

The following research questions are presented to achieve the study objectives: 

1. What are the factors influencing entrepreneurs to remain in the informal economy? 

2. What are the factors influencing entrepreneurs to transition to the formal economy? 

Specifically, this research aimed to examine both the internal and external factors influencing 

entrepreneurs’ decisions to operate in informal and formal economies. 

 

1.8 RESEARCH SCOPE 

This study emphasised informal entrepreneurship, particularly the informal-to-formal economy 

transition. Notably, informal economic activities are legitimate from a social perspective as opposed 

to illegal activities involving drugs and prostitution (Hart, 1973; Sauka, Schneider & Williams, 2016). 

This research primarily aimed to determine the factors influencing entrepreneurs’ operation in the 

informal economy and transition to the formal counterpart. The geographical scope was restricted to 

Sarawak. The interview data were gathered among two respondent groups. The first group 

encompassed entrepreneurs who owned and operated businesses in the informal economy while the 

second counterpart involved entrepreneurs who had successfully transitioned from the informal to the 

formal economy. Employees and unpaid family workers were omitted from data collection as such 

individuals did not engage in decision-making processes or business operations (Department of 

Statistics, 2018).  
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1.9 RESEARCH SIGNIFICANCE 

This study intended to contribute significant knowledge to the body of literature on informal 

entrepreneurship and bridge the current research gaps by identifying the factors influencing informal 

entrepreneurs’ operation in the informal economy and the key determinants of entrepreneurs’ transition 

to the formal economy. This study also aimed to depict a more representative picture of the informal 

entrepreneurship phenomenon in Sarawak. Practically, this study presented significant contributions 

to the entrepreneurs in Sarawak by discussing the incentives and motivations derived from engaging 

in the formal economy. The findings could initiate and catalyse existing informal entrepreneurs’ 

transition to the formal economy with relevant justifications. For example, entrepreneurs could gain 

social protection and access to economic and business growth during business transitions (Doorn, 

2018; ILO, 2015b; Williams & Round, 2007).  

The study findings could also provide useful insight for various policymakers in Sarawak. For 

example, policymakers could be informed of the reasons underlying entrepreneurs’ retention in the 

informal economy or transition to the formal economy. The findings could guide policymakers to 

develop relevant policies that facilitate informal entrepreneurs’ transition to the formal economy. In 

Marcadent (2018), the causes instigating informal entrepreneurship should be identified to 

significantly alleviate informality and informal employment: low social protection, employment rights, 

and optimal working conditions (ILO, 2015a; Unni, 2018; WIEGO, 2019). The government would 

also be able to mitigate the tax evasion issues originating from informal entrepreneurs (Abeberese & 

Chaurey, 2017; Assenova & Sorenson, 2017; Williams & Nadin, 2012).  

On another note, the government could provide incentives that complement entrepreneurs’ 

requirements in line with the study findings and ILO (2015b) initiatives to implement holistic policies 

on the formalisation of informal businesses. Based on Nixon (2017) and Olomi, Chares and Juma 

(2018), the informal entrepreneurship transition to the formal counterpart would establish an equitable 

and inclusive distribution of economic resources. Efforts to facilitate the transition would 

simultaneously catalyse the attainment of principal NEP 2030 objectives for a sustainable and inclusive 

economy.  
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1.10 THESIS STRUCTURE 

This thesis encompasses five chapters. Chapter One presents the research overview, background, 

problem statement, gaps, objectives, questions, and significance. This study was performed in Sarawak 

to identify the factors influencing entrepreneurs’ operation in the informal economy and the key 

determinants of entrepreneurs’ transition to the formal counterpart. Chapter Two involves a 

comprehensive literature review of informal entrepreneurship studies, the underpinning theories and 

potential factors underlying entrepreneurs’ engagement in the informal economy, and the catalysts 

motivating entrepreneurs’ transition to the formal economy. This study adopted the push and pull 

motivation theory to justify the internal and external factors influencing entrepreneurs’ operation in 

the informal sector or transition to the formal counterpart. This chapter concludes with a conceptual 

research framework.  

Chapter Three presents the current methodology in this qualitative research. The chapter 

elaborates on data collection and analysis processes. In-depth and semi-structured interviews were 

employed for data collection and thematically analysed with the NVivo 12 software. Prospective 

informal entrepreneurs were selected through purposive sampling while entrepreneurs who had already 

transitioned to formal entrepreneurship in Sarawak were chosen with snowball sampling. Research 

rigour and ethics were also justified in this chapter. Chapter Four elaborates on the research findings 

based on the identified themes and sub-themes. Notably, the findings were discussed parallel to literary 

and theoretical underpinnings. Chapter Five summarises the current study with overall research 

discussions and implications, study limitations, and recommendations for future research.  

 

1.11 CHAPTER SUMMARY 

This chapter introduced the current study that aimed to identify the factors influencing entrepreneurs’ 

operation in the informal economy and transition to the formal counterpart. Notably, this study offered 

substantial knowledge of informal and formal entrepreneurship. The informal entrepreneurship 

transition to the formal economy proved significant in resolving informal entrepreneurship concerns, 

attaining digital economy strategies, and implementing NEP for inclusive economic developments. 

The following chapter would review relevant literature and justify the theories underlying the 

conceptual framework development.  
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CHAPTER TWO: LITERATURE REVIEW 

 

2.1 CHAPTER OVERVIEW 

This chapter reviews the literature relevant to this research with a brief overview of informal 

entrepreneurship and the transition process. The chapter also justifies the utilisation of push and pull 

theories as theoretical underpinnings and presents the conceptual framework.  

 

2.2 INFORMAL ECONOMY 

The ‘informal sector’ concept originated in the early 1970s with Hart’s (1973) introduction of informal 

income opportunities in Ghana. Following ILO (1972), informal activities are associated with 

employment in Kenya. The global recognition and magnitude of the informal sector in 2002 

highlighted a significant movement in informality by switching the terminology from ‘informal sector’ 

to ‘informal economy’ (Baicu & Corbu, 2016). Past research identified the businesses operating in the 

informal economy as unregistered companies that market counterfeit products against labour laws (Al‐

Mataani, Wainwright & Demirel, 2017; Webb et al., 2013; Williams & Baric, 2014). The informal 

economy has also been described as off-the-books, undeclared, shadow, cash-in-hand, or hidden 

economy (Al‐Mataani, Wainwright & Demirel, 2017).  

Based on Hart (1973), the informal economy concept elaborates on the well-organised 

economic activities that occur against legal enforcement. As a currently widespread phenomenon 

(Welter, Smallbone & Pobol, 2015; Williams & Baric, 2014; Williams & Nadin, 2010), the concept 

has been adopted by economists for a sound understanding of the informal economy and the 

catalysation of developing economies (Webb et al. 2013). Webb et al. (2009) and Webb et al. (2013) 

denoted the informal economy as specific economic activities outside legal regulations (illegal albeit 

with social acceptance) and within informal institutional boundaries (legitimate). In other words, 

informal economic activities are technically illegal in formal institutions albeit with a high social 

acknowledgement (Webb et al. 2013). Ponsaers, Shapland and Williams (2008) distinguished informal 

economies from criminal counterparts (prostitution and drug trafficking). On another note, the 

informal economy implies socially legitimate activities that are legal in all aspects other than non-

disclosure to tax authorities and non-compliance with social security or labour laws (European 

Commission, 2007; Webb et al., 2009; Williams, 2014). Locally, the informal economy involves 

enterprises that are unregistered with SSM or other professional bodies, including LA with at least one 

of the goods and services produced for sale or barter transactions. Such enterprises employ 10 workers 
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or less without social security coverage. Generally, the informal sector denotes the economic activities 

of workers and entities which are not legalised with formal arrangements (Department of Statistics, 

2016).  

Regarding the two theoretical approaches underpinning the current knowledge of informal 

entrepreneurship (Xheneti, Madden & Karki, 2019), the first approach involves the marginalisation or 

structural theory that depicts individuals’ involvement in the informal economy for survival following 

incongruencies in the world economy, demands for flexibility, and profit maximisation through sub-

contracting (Raflis, Omar & Ishak, 2016; Williams & Gurtoo, 2012; Williams & Nadin, 2012). In 

Williams (2007b), structural theory proponents assume informal economy entrepreneurs to be 

individuals with financial necessities who are marginalised from the formal economy. Thus, informal 

economy engagement is perceived as the last resort with no alternative strategies (De Soto, 1989; 

Maloney, 2004). Based on the second approach or neo-liberal theory, informal entrepreneurship is 

observed as a conscious choice rather than a means of survival (De Beer, Fu & Wunsch, 2013; Raflis, 

Omar & Ishak, 2016; Williams & Gurtoo, 2012). The theory proponents consider informality to 

originate from dysfunctional institutions and over-regulations. Specifically, entrepreneurs voluntarily 

participate in the informal economy to avoid cost, time, bureaucracies, and the complex efforts 

required in formal registration processes (Xheneti, Madden & Karki, 2019; Williams & Youssef, 

2014b).  

 

2.3 FORMAL ECONOMY 

Contrary to the informal economy, the formal counterpart is legal from formal institutional 

perspectives and legitimate from informal institutional viewpoints (Webb et al., 2013). The informal 

economy encompasses economic activities outside formal institutional boundaries without ‘anti-

social’ elements (De Soto, 1989, p. 11), thus largely retaining social acceptance.  

In this study, the formal economy denotes legalised formal institutions (Kasim & Jayasooria, 

2001) or sectors that encompass jobs with normal working hours and fixed wages (ILO, 2007). The 

formal economy recognises business transactions and work as taxable income sources. Contrarily, the 

informal economy implies informal business activities that are unregistered with public authorities 

(Adom, 2016a; Williams, 2005). The formal economy involves enforcement agencies, regulatory 

bodies, and policymakers (Sutter et al., 2017). Such authorities are accountable for designing, 

establishing, reviewing, evaluating, and implementing laws and regulations that legalise the formal 

economy. The laws function as a guideline for entrepreneurs’ adherence during business 
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establishments and operations in the formal economy. The violation of rules and regulations may result 

in penalties based on the defined rules (Floridi & Wagner, 2016; Ozdemir & Tansel, 2015).  

Rules and regulations benefit each party in the formal economy. For example, individuals 

engaging in the formal economy are legally protected during business transactions (Assenova & 

Sorenson, 2017; Doorn, 2018; Abeberese & Chaurey, 2017). Likewise, workers are safeguarded with 

specific working hours, fixed wages (ILO, 2017), and compensations in the event of workplace 

incidents.  

 

2.4 INFORMAL ENTREPRENEURSHIP 

Based on the informal economy definition, the entrepreneurs operating in informal entrepreneurship 

are known as informal entrepreneurs (owners or managers) with active engagement in establishing a 

business. Informal economy activities are legitimate in all aspects except for the fact that their 

businesses are unregistered or hidden from tax authorities (OECD, 2002; Sauka, Schneider & 

Williams, 2016; Siqueira, Webb & Bruton, 2016). Entrepreneurial characteristics significantly ensure 

the success of informal entrepreneurs’ businesses (Adom & Williams, 2012; Keling & Entebang, 2017; 

Setareh, Mohammadreza & Ahmadreza, 2018). Demographic characteristics, such as age, gender, 

education background, and working experience potentially influence entrepreneurs’ operation in the 

informal sector (Hartati et al., 2015; Williams & Shahid, 2016).  

Different individual attributes (personality traits, entrepreneurial orientation, and 

entrepreneurs’ self-efficacy) encourage informal entrepreneurs to operate in the informal economy 

following Fisher, Martiz and Lobo (2014) and Islam et al. (2011). For example, individual autonomy 

and a positive mindset encompass some of the internal thoughts that motivate informal entrepreneurs 

to engage in the informal economy (Hartati et al., 2015; Williams & Gurtoo, 2011). This research 

associated entrepreneurs’ characteristics with the internal motivations underlying informal economy 

operations (discussed in the following sections).  

Informal entrepreneurship represents a global attribute of entrepreneurial activity (Welter, 

Smallbone & Pobol, 2015). Following past studies, the existence of informal enterprises in most 

developing countries is relatively common (Hallam & Zanella, 2017; Pratap & Quintin, 2006). The 

advent of market stalls, street vendors, casual trading enterprises, and employees’ engagement in 

informality is socially common in developing nations (Raflis, Omar & Ishak, 2016; Suhaimi et al., 

2016). Informal entrepreneurship has rapidly grown over the decades (Santos & Ferreira, 2017; 
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Schneider & Buehn, 2013; Williams, 2011). In Schneider (2002), the primary catalysts for the informal 

economy size and growth could be associated with high tax and social security payments and state 

regulatory activities. 

 

2.5  SIGNIFICANCE OF INFORMAL ENTREPRENEURSHIP 

Informal entrepreneurship is significant towards financial advancement (Blades, Ferreira & Lugo, 

2011; Charmes, 2012). Past research identified the two primary informal entrepreneurship 

contributions to national economies: notable GDP outcomes and informal employment opportunities 

(Duarte, 2014; Bureau & Fendt, 2011; Williams & Windebank, 2000). Schneider (2002) estimated 

informal economy activities to account for approximately 10 to 20% of GDP in developed economies 

and 60% in developing counterparts. Based on Charmes (2012), Sub-saharan Africa reported the 

highest informal economy contribution to the GDP (62.6%), followed by India (54.2%), and Central 

and Eastern Europe (19.5%). Webb et al. (2013) stated that such activities occur within informal 

institutional boundaries ( social norms, values, and beliefs) and outside formal counterparts (rules and 

regulations).  

Informal entrepreneurship activities are perceivably detrimental to capitalist economic 

activities or financial development (Williams, Martinez–Perez & Kedir, 2017). Such activities denote 

productive endeavours that alleviate poverty following limited employment possibilities (Gunhidzirai 

& Tanga, 2017). In ILO (2018), informal economy activities employ most individuals in developing 

nations. In line with past literature, informal entrepreneurship elevates work opportunities as the 

primary source of informal employment in developing nations (Blades, Ferreira & Lugo, 2011; 

Williams & Windebank, 2000).  

Based on ILO (2018), approximately two billion (61.2%) of the working population worldwide 

were employed in the informal economy. Additionally, developing countries reflect higher informality 

shares compared to developed counterparts. Developing countries demonstrate over two-thirds of the 

employed population (69.6%) in the informal economy while under one-fifth (18.3%) of the employed 

population originate from developed nations. Africa reflects the majority of informal employment 

(approximately 85.8%), followed by Asia and the Pacific (68.2%), Saudi Arabia (68.26%), Americas 

(40%), Europe (25.1%), and Central Asia (25.1%) (ILO, 2018). Informal entrepreneurship 

significantly influences the creation of employment opportunities, specifically in developing countries. 

Likewise, Berman (2018) and Weng (2015) explained that developing countries encompass more 

https://en.wikipedia.org/wiki/Central_and_Eastern_Europe
https://en.wikipedia.org/wiki/Central_and_Eastern_Europe
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informal entrepreneurs than developed counterparts based on a larger rural population that primarily 

depend on informal agricultural activities for financial sustenance.  

 

2.6 INFORMAL ENTREPRENEURSHIP IN MALAYSIA 

As one of the developing countries with a high number of informal businesses (Raflis, Omar & Ishak, 

2016; Suhaimi et al., 2016), such activities in Malaysia are recognised by society and relevant 

authorities (Baharudin et al., 2011). The Department of Statistics (2016) characterised informal 

entrepreneurs and their businesses as entities with at least one product or service for sales or barter-

based transactions that are unregistered with SSM or LA and employ under 10 employees without 

protection from labour laws, social security regulations, and collective agreement. On average, the 

Malaysian informal economy size reflects 31.1% of the official GDP. The percentage is larger than 

the average 26% for developing Asian countries between 1999 and 2000 (Schneider, 2002).  

Based on the National Informal Sector Workforce Survey Report 2017 (Department of 

Statistics, 2017), the local informal sector encompassed a significant number of employees. In 2017, 

10.6% of non-agricultural employment was derived from the informal economy. The number of 

informal sector employees reflected 1.36 million or 9.4% of the total local employment. The 2017 

workforce survey details are categorised as follows: 

(i) by strata: urban area encompassed 82.1% (1.12 million) of the informal employment with 

an annual growth rate of 5.1%. Regardless, 17.9% (244 thousand) of the informal 

employment originating from rural areas decreased by 23.6% annually compared to 391.2 

thousand employment in 2015. 

(ii) by industry: the proportion of informal economy employment was the highest in the service 

industry (62.1%), followed by construction (20%), and manufacturing (17.2%).  

(iii) by employment status: independent workers dominated the informal economy employment 

with a contribution of 69.4%.  

Contrarily, rural areas did not record increased informal entrepreneurship and employment 

following past literature (Tellegen, 1997; Wan Ahmad, Rahman & Ismail, 2011; Williams, 2011) and 

rural people’s migration to urban areas. Williams (2011) affirmed that the inability of rural 

communities to seek employment in urban areas induced informal business establishments in urban 

locations. 
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Based on the report, informal entrepreneurship activities encompassed all business industries, 

such as services, construction, and manufacturing (Department of Statistics, 2017). Suhaimi et al. 

(2018) attributed the distribution to the convenience of establishing service sector businesses. 

Meanwhile, construction and manufacturing counterparts reflect relatively low informality due to 

compliance with various regulations (Wells, 2007). The report also depicted that most independent 

workers in the informal economy (Department of Statistics, 2017) were known as self-employed 

individuals or informal entrepreneurs.  

 

2.7 TRANSITION FROM THE INFORMAL TO THE FORMAL ECONOMY  

The informal entrepreneurship transition to the formal economy was initially recommended and 

adopted by ILO (2015) during the 2015 International Labour Conference. The Transition From The 

Informal To The Formal Economy Recommendation, 2015 (R204) was subsequently published to 

define a broader and more detailed transition scope for all workers and economic units, including 

enterprises and informal economy entrepreneurs (ILO, 2015). 

The ILO (2015) implemented R204 with integrated strategies and policies and institutional 

coordination for employment and income opportunities and the social rights and protection of 

communities engaged in the formal economy. Although this study complemented R204 in examining 

the informal entrepreneurship transition to the formal economy, R204 could pose complications during 

nationwide implementation. Specifically, integrated strategies and policies might be inappropriate 

across different nations following distinct cultural values and practices. The effectiveness of policy 

implementations remains unknown due to the novelty of R204. 

The R204 merely outlines the transition procedures to the formal economy without 

justifications. Following Adom (2016b), it is deemed challenging to implement such recommendations 

if policymakers blindly comply with guidelines without knowledge of implementation objectives and 

rationale. In this vein, the following section would present the need for informal entrepreneurship 

transition to the formal economy. 

  

2.8 THE NEED FOR TRANSITION  

The informal entrepreneurship transition to the formal economy is imperative from policymakers’ and 

governmental perspectives (Gërxhani, 2004) for improved national economies (Rosli & Hwa, 2012; 
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Nixon, 2017), such as financial contributions through firm registrations and tax payments. Gërxhani 

(2004) also indicated that informal entrepreneurs who register their businesses optimise the circular 

income flow within the country. Moreover, such contributions are reflected in official statistics for 

minimal distortions during national account assessments (Duarte, 2014; Mohamed, 2012).  

The informal entrepreneurship transition to the formal economy resolves tax avoidance issues 

(Ching 2013). Entrepreneurs are required to declare business transactions and income taxes post-

business registration (Malaysia Inland Revenue Board, 2018). For example, business name 

registrations with local authorities would limit tax avoidance issues and enable the identification of 

tax-evading businesses (Malaysia Inland Revenue Board, 2018; Mohamed, 2012). High government 

tax revenues potentially improve the provision of social services and economic development funding 

(Pickhardt & Prinz, 2012; Sandmo, 2012). 

Business transitions from the informal to the formal economy is also crucial from 

entrepreneurs’ perspectives (Ozdemir & Tansel, 2015) for business growth (Woodward et al., 2011). 

Following Williams and Vorley (2014), entrepreneurs could gain access to formal economy resources 

for business development, legal financial institutions (banks), and financing requirements (Farazi, 

2013). As banks finance formal businesses compared to informal counterparts, such institutions require 

sustained accounting records and business process transparency to alleviate the default risks on 

advanced loans (International Finance Corporation, 2013). In this regard, entrepreneurs could 

successfully expand their businesses.  

 

2.9 PUSH AND PULL MOTIVATION THEORY 

This research incorporated the push and pull motivation theory into the theoretical framework to 

explain the motivating factors influencing entrepreneurs’ operation in the informal economy and 

transition the formal economy from the informal counterpart. The push and pull theory denotes one of 

the motivation theories in entrepreneurship research (Amit & Muller, 1995; Kirkwood, 2009). For 

example, Herron and Sapienza (1992, p. 49) stated that “motivation plays an important part in the 

creation of new organisations”. In other words, motivation determines personal behaviour, action, 

willingness, and goals that encourage people to work in specific ways for goal attainment (Maslow, 

1943; McClelland, 1987). In Amit and Muller (1995), people tended to behave in particular ways 

following the motivation to select a specific behaviour over another. Essentially, the motivation under 

behavioural selection is determined by outcome desirability (Kumi & Mensah, 2017; Maslow, 1943).  
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The topic of motivation in entrepreneurship literature has evolved from content-oriented 

theories to process-oriented counterparts over the decades. Content theories emphasise ‘what’ 

motivates an entrepreneur while process theories focus on ‘how’ motivation occurs. Content theories 

(Maslow’s needs hierarchy, Alderfer’s ERG theory, and McClelland’s achievement theory) should be 

primarily regarded in line with the current research questions: “What are the internal and external 

factors influencing entrepreneurs to operate in the informal economy?” and “What are the internal and 

external factors influencing entrepreneurs to transition to the formal economy?”. The aforementioned 

theories are extensively utilised in informal entrepreneurship studies parallel to Adele et al. (2015) and 

Adebanji et al. (2017). 

 

2.9.1 MASLOW’S NEEDS HIERARCHY  

Maslow (1943) stated that the motivation concept originates from the term ‘motive’ or a need that 

requires satisfaction. Abraham Maslow (1943) developed a hierarchy of needs that explains 

individuals’ sources of motivation: psychological, safety, belongingness and affection, esteem, and 

self-actualisation needs. Psychological needs imply basic requirements involving food, water, and 

shelter. Safety needs encompass secure income sources, freedom from war, and workplace safety. 

Belongingness and affection needs originate from family and friends while esteem counterparts 

involve self-esteem, confidence, and respect from others. Self-actualisation denotes entrepreneurs’ 

potential and subsequent realisation of the potential (Buttner & Moore, 1997, Maslow, 1943).  

Regarding the research aim, Maslow’s needs hierarchy essentially justifies informal 

entrepreneurs’ motivation to initiate informal businesses (Adebanji et al., 2017). Gurtoo and Williams 

(2009) also conceded that entrepreneurs’ basic motives should be recognised for a sound understanding 

of entrepreneurial behaviour. For example, entrepreneurs engage in informal entrepreneurship to fulfil 

the following needs: physiological, safety, affection and belongingness, esteem, and self-actualisation. 

  

2.9.2  ALDERFER’S ERG THEORY 

Parallel to Maslow, Alderfer (1969) asserted that unsatisfied needs significantly motivate individuals 

with three need classifications (existence, relatedness, and growth) following Maslow’s needs 

hierarchy. Existence involves physiological and safety needs, relatedness encompasses belongingness 

and esteem needs, while growth resembles self-actualisation. Existence includes basic necessities, 

relatedness strives towards family members’, friends’ and public recognition, whereas growth needs 

denote self-development (Alderfer, 1969).  
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Based on past studies, informal entrepreneurship provides informal entrepreneurs with income 

sources for survival (physiological and safety needs) (Buttner & Moore, 1997; Gurtoo & Williams, 

2009; Kumi & Mensah, 2017). Informal entrepreneurs are motivated by family and friends through 

family backgrounds or peer influences to operate in informal businesses (Choukir & Hentati, 2013; 

Karki & Xheneti, 2018) and shift to the formal economy (Mehtap, Ozmenekse & Caputo, 2019; 

Williams, Shahid & Martínez, 2016). For example, some entrepreneurs’ esteem-oriented needs lead to 

engagement in informal entrepreneurship while others shift to the formal economy due to high esteem 

towards formality (Cross, 2000). Lastly, some informal entrepreneurs establish businesses to discover 

their self-actualisation potentials, whereas others shift to the formal economy as their capabilities could 

not be fully exerted in the informal economy (Krems, Kenrick & Neel, 2017).  

 

2.9.3  MC CLELLAND’S MOTIVATION THEORY  

McClelland’s theory emphasises needs creation and development as opposed to Maslow’s and 

Alderfer’s theories on existing needs satisfaction. McClelland and Steward (1982) claimed that 

humans demonstrate three motivating drivers: achievement, affiliation, and power. Achievement 

reflects competence and goal accomplishment while affiliation is associated with love, belongingness, 

and relatedness. Power-based needs denote the ability to control personal or external work. Doorn 

(2018) and Woodward et al. (2011) stated that the motivators depend on individuals’ culture and life 

experiences. For example, informal entrepreneurs who are geared towards business growth would shift 

to the formal economy for wider market access. Affiliation potentially influences entrepreneurs’ choice 

of informality or formality based on the willingness to belong within a social group.  

 

2.10 INTERNAL MOTIVATION AND EXTERNAL MOTIVATION 

McClelland’s achievement theory proposed that need is influenced by personal competence or internal 

drivers for action (intrinsic motivation) and external goal attainment (extrinsic motivation). Other 

researchers also conceded with the internal-external motivation concept that depicts internal desires 

and the external events which inspire behaviours (Hartati et al., 2015; Ryan & Deci, 2000; Willima & 

Gurtoo, 2011). As such, motivation theories are divided into two types: intrinsic and extrinsic 

motivation (Grybniak, 2017).  
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2.10.1  EXTERNAL MOTIVATION 

Concerning external motivation, individual behaviours are primarily motivated by external source 

incentives. In the extrinsic motivation theory (also known as incentive or pull theory) (Amit & Muller, 

1995; Dawson & Henley, 2012), individuals are motivated to perform rewarding activities. Rewards 

could also be perceived as a goal type that ‘pulls’ people towards attainment (Killeen, 1982). In this 

vein, extrinsic motivation goes beyond rewards as individuals could be extrinsically motivated to avoid 

specific adverse outcomes: punishment, penalties, and emotional comments (Floridi & Wagner, 2016; 

Ozdemir & Tansel, 2015).  

 

2.10.2  INTERNAL MOTIVATION  

Ryan and Deci (2000) defined intrinsic motivation as an individual’s self-desire to seek novel 

challenges or entities and analyse personal capabilities. Intrinsic motivation implies people’s interest 

in or enjoyment of task completion. Intrinsic motivation (drive or push theory) also denotes inherently 

satisfying activity engagement (Legault, 2016). Hunger, fear, beliefs of self-efficacy, and the desire to 

gain knowledge are some examples of intrinsic motivation.  

The current study objectives incorporated motivation theories to address the research questions 

following extensive and decades-long research. As Franck (2012) asserted that informal entrepreneurs 

are not a homogenous group, entrepreneurs are motivated to access a similar economy for significant 

business performance. Past scholars adopted motivation theories to address ‘why entrepreneurs act 

based on specific needs and goals (Adele et al., 2015). Previous research on entrepreneurship 

(specifically informal entrepreneurship) indicated several internal and external factors that influence 

entrepreneurs’ decision to operate in the informal economy (Adele et al., 2015; Kumi & Mensah, 2017, 

Williams, 2011). Contrarily, several studies on entrepreneurs’ transition behaviours and relevant 

articles, news, and policies may suggest the internal and external reasons underlying informal 

entrepreneurs’ transition to formal entrepreneurship (Assenova & Sorenson, 2017; Bruhn & 

McKenzie, 2013; Floridi & Wagner, 2016).  

 

2.11 INTERNAL FACTORS TO OPERATE IN THE INFORMAL ECONOMY 

Individuals engage in the informal economy for various reasons. Based on past studies, entrepreneurs’ 

characteristics impact their decision to operate in the informal economy (Mohd Suhaimi et al., 2016; 
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Williams, Shahid & Martínez, 2016). Likewise, this research perceived entrepreneurs’ attributes as the 

internal factors encouraging informal entrepreneurs. Williams and Horodnic (2016) utilised tax morale 

(entrepreneurs’ intrinsic motivation to pay taxes) to justify entrepreneurs’ involvement in the informal 

economy (James & Jorge, 2019). Williams and Horodnic (2016) revealed that entrepreneurs with high 

tax morale are less prone to operate in informal entrepreneurship and vice versa. The finding 

corresponds to Williams and Shahid (2016), Abiola et al. (2017), and Suhaimi et al. (2016) where 

informal entrepreneurs reflect low tax morality and high reluctance to pay taxes in Pakistan, Nigeria, 

and Malaysia.  

Past research also examined the participation motives within the informal economy based on 

the necessity-opportunity dichotomy (Djafar, Garba & Mansor, 2013; Giacomin et al., 2011; 

Kandasivam, 2018). Necessity-driven entrepreneurs are compelled to engage in informal 

entrepreneurship due to the absence or dissatisfaction of other work alternatives (Williams, 2008) 

following Williams, Shahid and Martínez (2016) in Pakistan and Kumi and Mensah (2017) in India. 

In Oxenfeldt (1943), unemployed individuals are forced to become self-employed entrepreneurs for 

survival. The research conceded that necessity-driven entrepreneurs operate in the informal economy 

following their desire to survive with income from informal trading. As such, the inability to be 

employed in the formal economy instigates entrepreneurs’ engagement in the informal economy 

(Tellegen, 1997).  

Webb et al. (2009) suggested entrepreneurs’ low confidence level in the formal economy to be 

one of the reasons underlying their engagement in the informal counterpart. Economies that are rife 

with corruption and socio-political incongruencies establish high ambiguities involving formal 

institutional competence (Fuentelsaz, González & Maicas, 2019; Pejovich, 1999). Distrust in such 

institutions causes entrepreneurs to avoid the formal economy and remain in the informal counterpart. 

In line with Ouédraogo (2017), corruption and bribery in the formal economy could undermine 

individuals’ confidence and trust in government bodies and elevate perceived opportunities in the 

informal economy.  

Henning and Akoob’s (2017) interview of women entrepreneurs in rural villages revealed that 

the women engaged in informal entrepreneurship for higher income. Regrettably, women’s lower 

social status in developing countries cause difficulties in seeking high-salaried employment (Williams 

& Gurtoo, 2011). Thus, such individuals are compelled to participate in the informal economy for 

higher income. Khan and Khan (2009) also explained that women choose to establish their own 

businesses for high household incomes and life qualities among family members. Other individuals 
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also operate in the informal economy apart from women entrepreneurs for financial gains. The 

statement corresponded to Meier and Rauch (2005) where individuals’ greed to earn more money leads 

to additional income opportunities in the informal context.  

Some entrepreneurs choose to operate in the informal economy as informality is perceived to 

demonstrate positive rather than negative impacts (Neill, Lynn & Jonathan, 2017; Williams & Nadin, 

2012). In Williams (2007a), entrepreneurs operate in the informal economy for specific advantages: 

economic benefits, legitimate social status, and flexibility in informal operations. Williams and Nadin 

(2014) further asserted that informal entrepreneurs do not observe the adverse outcomes of their 

activities due to the prevalence of informal entrepreneurship.  

 

2.12 EXTERNAL FACTORS TO OPERATE IN THE INFORMAL ECONOMY 

Following past studies, entrepreneurs are impacted by external stimuli (people, surroundings, and 

cultures) in operating within the informal economy (Chepurenko, 2018; Kiggundu & Pal, 2018). In 

OECD (2007), the barriers to operate formal businesses also externally influence entrepreneurs’ 

retention in the informal economy. As opposed to necessity-driven entrepreneurs who are compelled 

to engage in informal entrepreneurship for survival, opportunity-driven counterparts denote well-off 

individuals who operate in the informal economy to exploit business opportunities under informality 

(Giacomin et al., 2011; Kandasivam, 2018; Williams, 2008). Following Bögenhold and Staber (1991) 

and Djafar, Garba and Mansor (2013), opportunity-driven entrepreneurs are left with no alternatives 

and continue operating in the informal economy to manipulate as many opportunities as possible 

(Kuckertz et al., 2017). De Beer, Fu and Wunsch (2013) also affirmed that the demand for low-cost 

goods and services in the informal economy provides ample fulfilment opportunities.  

Human resources imply one of the external factors influencing entrepreneurs’ continued 

operation in the informal economy (Davies & Thurlow, 2009). As excess human resources within the 

formal labour market instigate unemployment, such individuals tend to seek informal labour markets 

(Davies & Thurlow, 2009; ILO, 2002). Some entrepreneurs choose to employ informal labour due to 

low job requirements, such as minimal wages (Jolly, 1973). Moreover, Ram et al. (2017) conceded 

that entrepreneurs remain in the informal economy as their workers are not registered with the labour 

organisation. Notably, entrepreneurs are also reluctant to register on behalf of the workers. As informal 

labourers’ skills resemble formal labourers albeit with lower wages (Leonard, 1998), Kumi-Kyereme 

(2012) asserted that entrepreneurs who save business operation costs, such as human resource 

expenditure further engage in the informal economy.  
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Regarding low business operation costs, economic motivation is one of the external factors 

influencing entrepreneurs’ operation in the informal economy (Adele et al., 2015; Ren, 2012). In 

Shapland and Heyes (2017), formal entrepreneurship (business ventures in the formal economy) incurs 

higher expenses due to legal compliance and tax payments. Thus, it is deemed more efficient and 

beneficial to operate informally as the benefits (social security and infrastructural investments) are 

lesser than the costs incurred, such as taxes, policy, and regulatory constraints (Webb et al., 2013). As 

such, this research perceived that entrepreneurs operate in the informal economy when the financial 

gains are higher in informal entrepreneurship.  

Formal rules and regulations also externally influence entrepreneurs’ engagement in the 

informal economy. Informal entrepreneurs prefer informal entrepreneurship to avoid legal adherence, 

such as tax payment and labour laws (OECD, 2002; Williams & Nadin, 2012; Williams, Martinez–

Perez & Kedir, 2017). The assertion is extensively discussed in Torgler and Schneider (2009), 

Shapland and Heyes (2017), and Williams, Horodnic and Windebank (2015). Some entrepreneurs are 

reluctant to comply with codified laws and subsequently operate in the less-regulated informal 

economy. For example, exorbitant business registration fees and complicated registration processes 

discourage entrepreneurs from initiating formal ventures, thus retaining informality (Webb et al., 

2013).  

The incongruence of formal-informal economies impacts entrepreneurs’ decision to select 

informality (Webb et al., 2013). From an institutional perspective, (i) the degree of bureaucracy in 

institutional settings, (ii) social acceptability within informal economic activities, and (iii) enforcement 

in formal institutions, (iv) the stringent and radical changes of policies, (v) ambiguous jurisdictions, 

and (vi) conflicting interests across institutional centres potentially encourage informal economy 

participation (Webb et al., 2013). Bureau and Fendt (2011) denoted that such scenarios cause 

entrepreneurs’ reliance on the current norms, values, and beliefs in the informal economy. 

Additionally, Williams and Shahid (2016) demonstrated that a high degree of incongruence between 

formal and informal institutions results in increased informal business establishments.  

Social considerations ‘pull’ entrepreneurs to be a part of informal entrepreneurship in line with 

individuals’ living environments (Prelipcean, Bucaciuc & Baicu, 2016). A society that emphasises 

social situational factors would motivate entrepreneurs to act outside codified laws (Webb et al., 2009). 

Some entrepreneurs operate in informal entrepreneurship following informal hawkers’ social practices 

in neighbourhoods. Similarly, Raflis, Omar and Ishak (2016) asserted that entrepreneurs would imitate 

other community members. Under social considerations, Chepurenko (2018) also highlighted that 
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family relationships impact family-oriented entrepreneurs’ engagement within the informal economy 

in mirroring what their family members used to be.  

 

2.13 INTERNAL FACTORS TO TRANSITION FROM INFORMAL INTO FORMAL 

ECONOMY 

Based on Williams (2005), informal entrepreneurship management remains lacking due to the paucity 

of research on informal entrepreneurship transition to the formal economy (Adom, 2016a; ILO, 2007). 

Nonetheless, this research presented a review of the factors influencing informal entrepreneurs’ 

transition to a formal economy following past studies, proposed implications, and published policies.  

Entrepreneurs prefer transitioning from informal to formal economies following their desires 

to acquire formal resources (Onyima & Nkechi, 2017). In Barbosa, Pulido and Ayala (2019), informal 

economy resources are limited compared to the formal economy following Farrell (2004) where 

informal entrepreneurship struggle to find customers and skilful labour in the informal economy. 

Likewise, Thai and Turkina (2013) asserted that informal economy labourers or workers are less 

capable of seeking employment following inadequate skills and expertise. Following Wafa, Mohamed 

and Bouteldja. A (2015), customers hesitate to purchase informal goods and services as such outputs 

are viewed to be counterfeits or sub-standard products. The desire for economic growth also compel 

entrepreneurs to shift their businesses to the formal economy (Tassin, 2014). Such individuals are 

prepared to strive towards business transitions (Dzansi & Tasssin, 2014). Business advancements 

occur with increased resources in the formal economy (Wafa, Mohamed & Bouteldja. A, 2015). 

Consequently, entrepreneurs could register and promote their businesses to attract more customers and 

facilitate expansion plans. Concerning formal business, the individuals could also employ more skilful 

labourers for high production and growth (Farrell, 2004).  

Williams (2006) asserted that entrepreneurs do not perceive informal businesses as ‘real’ 

counterparts and shift to formal entrepreneurship. Additionally, Williams (2006) stated that novice 

informal entrepreneurs implement autonomous informality as a stepping stone for business ventures. 

Thus, informal entrepreneurship represents an essential platform for novel enterprise creation and 

development (Evans, Syrett & Williams, 2006). Reynolds (2007) indicated that some entrepreneurs 

access informality to experiment with business operations pre-business formalisation. Williams (2011) 

also conceded that some informal entrepreneurs intend to establish business foundations (customer 

bases) before transitioning to the formal economy. In ILO (2002, p. 54), the informal economy 
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represents “an incubator for business potential and transitional base for accessibility and graduation to 

the formal economy.”  

Informal entrepreneurs who are concerned about local enforcement would perform voluntary 

business transition to the formal economy. Following past studies, informal entrepreneurs should be 

conscious of the adverse impacts involving informal operations and stringent enforcement rules (ILO, 

2015b; Williams, Horodnic & Windebank, 2015). Based on the Malaysia Registration of Business Act 

(1956), unregistered entrepreneurs involved in monetary transaction businesses could be penalised up 

to a maximum of RM50, 000, jailed up to two years, or both. Consequently, enforcement and penalty-

conscious informal entrepreneurs tend to shift to formal entrepreneurship.  

In the Women in Informal Employment: Globalising and Organising or WIEGO (2019), 

entrepreneurs should protect themselves and their businesses by transitioning from informal to formal 

economies. This research associated the meaning of protection, which could be divergently interpreted, 

with security under formal regulations. Morris and Polese (2014) posited that entrepreneurs could self-

protect against legal disputes by complying with codified laws as a formal enterprise. The WIEGO 

(2019) also mentioned that entrepreneurs should register and declare business activities to secure 

product or business rights. Informal entrepreneurs could not protect their rights without adherence to 

public authorities following the high risk of corruption and threats from ruffians (Sharma & Biswas, 

2018). Thus, entrepreneurs who intend to securely operate businesses should transition from the 

informal economy to the formal counterpart.  

Informal entrepreneurs who intend to initiate formal enterprises prefer to shift their businesses 

from informal to formal economies (Khoury, Farraj & Sultan, 2018). Notably, entrepreneurs denote 

individuals who consistently strive to accomplish specific tasks (Keister, 2005; Macko & Tyszka, 

2009). Informal entrepreneurs who operate in the informal economy and are familiar with informal 

trading environments may find the formal economy to be challenging (Brown & McGranahan, 2016). 

This research aimed to examine the desire to challenge entrepreneurs’ risk-taking propensity. Such 

tendencies induce the motivation to challenge formal entrepreneurship and transition to the formal 

economy (Fairchild, 2011). Al Mamun et al. (2016) asserted that informal entrepreneurs who transition 

to the formal economy encounter high-risk propensity in overcoming transition process barriers and 

operational ambiguities within the formal economy. 

This section reviewed the push factors influencing informal entrepreneurs’ transition into the 

formal economy. Entrepreneurs strived towards formal economy participation to accomplish such 

internal desires. Influences from external stimuli would also be reviewed in the following section. 
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2.14 EXTERNAL FACTORS TO TRANSITION FROM INFORMAL INTO FORMAL 

ECONOMY 

Past studies recommended several extrinsic implications in encouraging entrepreneurs’ transition from 

informal to formal economies. Given the complexities in process completion (Leino 2009), external 

elements facilitate entrepreneurs’ transition to the formal economy. First, entrepreneurs are motivated 

to shift from the informal economy to the formal counterpart due to formal rules and regulations (ILO, 

2015). Past research recommended several policies on informality management (Dibben, Wood & 

Williams, 2015; Shehryar & Williams, 2013; Williams, 2005). For example, Ching (2013) stated that 

strict tax penalties serve to catalyse informal entrepreneurs’ shift to the formal economy and tax 

payments. Similarly, current studies on tax and the informal economy following Joshi, Prichard and 

Heady (2013) and Torgler and Schneider (2009) suggested the implementation of tax policies and 

penalties to encourage entrepreneurs’ transition towards the formal economy and mitigate tax 

avoidance issues from informal entrepreneurship. Based on Potsiou (2014), appropriate legislative and 

regulatory frameworks are essential to actualise informal entrepreneurs’ transition to the formal 

economy. Despite specific regulations to manage informal entrepreneurship, the laws are not 

practically enforced (Murphy, 2008).  

Family and friends denote one of the external factors influencing entrepreneurs’ transition to 

the formal economy (Choukir & Hentati, 2013). In Xheneti, Madden and Karki (2017), advice from 

family members and friends is vital to facilitate entrepreneurs’ transition to the formal economy. 

Likewise, Hillenkamp, Lapeyre and Lemaître (2013) asserted that entrepreneurs’ family commitment 

(high-quality life) induces business formalisation and expansion within the formal economy. Karki 

and Xheneti (2018) also posited that familial and peer support towards such transitions are significant. 

For example, family and friends provide capital for entrepreneurs’ business establishment in the formal 

economy (Williams, Shahid & Martínez, 2016). 

Williams (2014) recommended that governmental incentives accelerate entrepreneurs’ 

transition to the formal economy in line with Sutter et al. (2017) where such rewards catalyse informal 

entrepreneurs’ transition to the formal economy. In Sutter et al.’s (2017) findings, governmental 

incentives function as intermediaries to bridge the informal-formal institution gaps and disseminate 

knowledge and support for informal entrepreneurs’ access to the formal economy. Specifically, 

inadequate funding and financing support often deter informal entrepreneurs from business 
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advancement (Tassin, 2014). Government incentives, including startup funds for informal 

entrepreneurs would foster their transition to the formal economy (ILO, 2018).  

The external resources existing in the formal economy ‘pulls’ entrepreneurs’ interest to 

transition towards formal business platforms (Farazi, 2013; Olomi, Charles & Juma 2018). In other 

words, entrepreneurs access the formal economy for legalised resources. Resource allocations between 

informal and formal economies are inequitable with larger resource proportions being allocated to the 

latter (Barbosa, Pulido & Ayala, 2019; Farrell, 2004). Wafa, Mohamed and Bouteldja (2015) 

mentioned that entrepreneurs’ transition to the formal economy is facilitated by existing optimal 

resources for business growth. Bruhn and McKenzie (2014), Tassin (2014), and Williams and 

Windebank (2000) conceded that entrepreneurs are ‘pulled’ by specific resources in the formal 

economy: formal financial services, production machines, premises, and human resources. 

Following Sutter et al. (2017), an institutional intermediary is significant in aiding informal 

entrepreneurs’ transition to the formal economy. Sutter et al. (2017) also stated that institutional 

intermediaries intend to break the institutional barriers between informal and formal economies. 

Institutional intermediaries may function as an agent that connects informal entrepreneurs to the formal 

economy by enabling informal entrepreneurs to sell their products to the formal market, providing 

business registration services, and offering consultations on formal enterprise operations (Sutter et al., 

2017).  

Bribery and corruption in the informal economy impact entrepreneurs’ transition to the formal 

economy (Webb et al., 2013; Thai & Turkina, 2013). Rasanayagam (2011) conceded that entrepreneurs 

avoid the informal economy to prevent bribery and corruption. Bribery concerns payments to ruffians 

and under-table transactions for outsourcing purposes (Tonoyan et al., 2010; Wei, 1997). Shehryar and 

Williams (2013), Williams and Nadin (2014), and Williams and Baric (2014) indicated bribery and 

corruption to be cumbersome for informal entrepreneurs, hence leading to unprofitable informal 

businesses. 

This section reviewed the external motivators ‘pulling’ entrepreneurs to engage in the formal 

economy. As such, both the internal and external factors influencing entrepreneurs’ operation in the 

informal economy and transition to the formal economy were duly highlighted. Notably, the review 

would facilitate the conceptual framework developed in this research.  
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2.15 THE CONCEPTUAL FRAMEWORK 

The conceptual research framework was developed based on the aforementioned theoretical and 

literary reviews (see Figure 2.1). This framework aimed to categorise and describe the salient study 

concepts and map their interrelatedness (Rocco & Plakhotnik, 2009). As opposed to quantitative 

research, this qualitative study strived to explore additional pertinent findings rather than examine a 

specific theory or correlation between variables (Miles & Huberman, 1994). As such, this conceptual 

framework facilitated the attainment of research objectives by addressing the study questions. 

 

Figure 2.1. The Conceptual Framework 

Note: The dotted line denotes entrepreneurs’ transition from the informal to the formal economy. 

 

2.16 CHAPTER SUMMARY 

This chapter presented relevant literature reviews, discussed the concepts of informal entrepreneurship 

and informal-to-formal economy transition, and justified the employment of the push and pull theory 

to explain the operation of internal and external factors in the informal economy and transition from 

the informal to the formal economy. Lastly, the chapter outlined the conceptual research framework. 

The following chapter would elaborate on the current research methodology.   
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CHAPTER THREE:  RESEARCH METHODOLOGY 

 

3.1 CHAPTER OVERVIEW 

This chapter elaborates on the research methodology with detailed discussions of the study paradigm 

and design, such as sampling techniques and interview protocol. Data collection and analysis are also 

presented with justifications of research quality and ethical considerations.  

3.2 RESEARCH PARADIGM 

A research paradigm denotes an abstract framework from a researcher’s viewpoint (Guba & Lincoln, 

1994). Research paradigms outline a set of common beliefs, commitments, and values among 

researchers on how a social phenomenon should be regarded (Creswell, 2018). The current research 

paradigm would direct the overall research process by determining the research strategy (Saunders, 

Lewis & Thornhill, 2016), data collection, and analysis methodology (Creswell, 2018; Willis, Jost & 

Nilakanta, 2007). 

Positivism and interpretive paradigms (Saunders, Lewis & Thornhill, 2016) imply two 

extensively utilised frameworks. Positivists examine the causal relationship between collected data 

variables for empirical generalisations (Wahyuni, 2012; Neuman, 2014). From positivists perspectives, 

only observable and measurable phenomena could provide reliable data (Morgan & Smircich, 1980; 

Zyphur & Pierides, 2017). Positivists usually utilise quantitative methods for data analysis and 

collection (Saunders, Lewis & Thornhill, 2016; Silverman, 2011). Hence, positivists are more inclined 

towards deductive and quantitative research with theoretical assessments (Lancaster, 2005).  

On another note, interpretivists rely on individuals’ subjective opinions during research 

investigations (Saunders, Lewis & Thornhill, 2016; Creswell, 2018). Specifically, social phenomena 

should be justified by interpreting the reality underlying circumstantial details or motivating actions 

(Saunders, Lewis & Thornhill, 2016; Willis, Jost & Nilakanta, 2007; Morgan & Smircich, 1980). Thus, 

interpretivists believe study respondents to be good sources of social knowledge (Wahyuni, 2012). 

Interpretivists perform qualitative and inductive studies that emphasise small sample sizes for 

theoretical development (Saunders, Lewis & Thornhill, 2016; Neuman, 2014; Wahyuni, 2012). In 

terms of axiology, interpretive paradigms are value-bound with the researcher being part of what is 

examined (Saunders, Lewis, & Thornhill, 2016). 

The current research questions are as follows: “What are the factors influencing entrepreneurs 

to remain in the informal economy?” and “What are the factors influencing informal entrepreneurs to 
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transition to the formal economy?”. In Creswell (2018) and Perry (1998), the “what are” nature of 

research questions are more descriptive than prescriptive. Hence, an inductive (theory-building) 

method is more suitable than a deductive (theory-testing) counterpart in this research. Studies based 

on the interpretive paradigm encompass theory-building while the positivism counterpart is inclined 

towards theory-testing (Neuman, 2014; Igwenagu, 2016).  

This research utilised the descriptive interpretive paradigm for theory-building. Specifically, 

entrepreneurs’ behaviour to operate in the informal economy and transition to the formal economy 

depends on actors’ motivations. In Saunders, Lewis and Thornhill (2016), interpretive paradigms 

should be selected when the research includes values and subjective human opinions. Both the 

researcher’s and participant’s knowledge are contextual as each entrepreneur demonstrates distinct and 

unique reasons to operate their businesses in informal or formal economies (Williams, 2007b; Yetisen 

et al., 2015). Thus, the subjective viewpoints of engaging in the informal economy and transitioning 

to the formal counterpart must be analysed and interpreted within individual contexts for a sound 

understanding of how and why entrepreneurs make specific decisions. 

Summarily, this qualitative research adopted the interpretivism paradigm to identify the 

subjective meaning of the factors motivating entrepreneurs’ engagement in the informal economy and 

transition to the formal counterpart. The following section presents the current research context.  

 

3.3 THE QUALITATIVE RESEARCH DESIGN 

As previously mentioned, this research employed a qualitative research methodology parallel to the 

interpretive paradigm. Qualitative research denotes an organised investigation of social phenomena in 

natural settings (Teherani et al., 2015) to (i) investigate unknown social scenarios, (ii) gain a sound 

understanding of individual experiences, and (iii) improve the knowledge quality related to the 

phenomenon (Murray, 2010; Patton, 2005; Maher & Dertadian, 2018). In this research, qualitative 

techniques were utilised to explore the internal and external factors influencing entrepreneurs’ 

operation in the informal economy and transition to the formal economy.  

Qualitative research is a common approach utilised in entrepreneurship research (Kovalainen, 

2018). For example, Kerr, Kerr and Xu (2017), Shepherd, Williams and Patzelt (2014), Ogunsade and 

Obembe (2016), and Keling and Entebang (2017) explored entrepreneurship orientations and 

phenomena through qualitative studies. Similarly, Dzansi and Tasssin (2014), Rothenberg et al. (2016), 

and Sello (2012) performed qualitative study techniques to explore business transitions from the 
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informal economy to the formal counterpart. As such, this study posed the following questions: “What 

are the internal and external factors influencing entrepreneurs to operate in the informal economy?” 

and “What are the internal and external factors influencing entrepreneurs to transition from the 

informal to the formal economy?”. In this vein, qualitative methods are the most appropriate 

techniques to provide insights into informal entrepreneurship and the motivation to transition to the 

formal economy by conveying lived experiences (Merriam, 2009).  

This research utilised an in-depth interview method for data collection. The following section 

outlines the research procedure of conducting this method.  

 

3.4  INTERVIEW  

This research adopted an in-depth interview for data collection. Potter (1996, p. 96) defined an 

interview as “a technique of gathering information from human beings by asking them questions and 

getting them to react verbally”. Interviews are primarily employed as a data collection method for in-

depth information on participants’ experiences and perceptions of particular study topics (Turner, 

2010). Patton (1990, p. 278) also indicated that “we interview people to find out from them on those 

things we cannot directly observe”. In the research context, the motivating factors influencing 

entrepreneurs’ behaviour to operate in the informal economy and transition to the formal counterpart 

could be measured through communication with entrepreneurs rather than observation and statistics 

for insights into the meanings attached to individuals’ lived experiences. 

Past scholars outlined three qualitative types of interviewing methods: (i) informal 

conversational interview, (ii) standardised open-ended interview, and (iii) the interview guide (Patton, 

1990; Saunders, Lewis & Thornhill, 2016). In informal conversational interviews, interviewers 

generate spontaneous questions during interactions with interviewees (Patton, 1990; McNamara, 

2009). Although the technique is deemed beneficial following its unstructured and flexible nature 

(Cresswell, 2014), this method is criticised in terms of reliability based on the inconsistent nature of 

information-gathering (Saunders, Lewis & Thornhill, 2016).  

The interview questions in standardised open-ended interviews are highly structured (Patton, 

1990) as similar questions are posed to each respondent (Turner, 2010). Regardless, the method is 

beneficial as such open-ended questions allow respondents to provide details that are rich in 

information (Turner, 2010; Saunders, Lewis & Thornhill, 2016). Standardised open-ended interviews 

also facilitate data analyses and increase response comparabilities as respondents address the same 

questions (Patton, 2002). Notwithstanding, standardised open-ended interviews demonstrate limited 
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flexibility in associating interviews with specific individuals and circumstances and are constrained to 

the authenticity of questions and answers (Patton, 2002).  

Regarding interview guides, interview questions are more structured than those in informal 

conversational interviews and more flexible than standardised open-ended interview questions 

(Saunders, Lewis & Thornhill, 2016). The method outlines previously specified topics and issues as a 

checklist to ensure that all essential topics are covered during the interview (Patton, 2002). The outline 

also enhances data comprehensiveness, systematic data collection (Patton, 2002), and respondents’ 

self-expression (McNamara, 2009).  

This research utilised the interview guide approach as every interviewee possessed different 

business experiences and thoughts (Kvale, 1996; Rossetto, 2014). The approach enabled respondents 

to express opinions based on personal experiences and elaborate on transition decisions. Notably, past 

relevant studies adopted the same data collection technique (Dibben, Wood & Williams, 2015; Adom 

& Williams, 2012; Snyder, 2004; Williams, 2009). Cresswell (2014) stated that the interview approach 

could induce novel theme discoveries that are yet to be realised in the relevant study field. The 

possibility complements the current exploratory study objective to identify additional motivators that 

influence entrepreneurs to operate in the informal economy and transition to the formal counterpart.  

 

3.5 SAMPLING TECHNIQUES 

This research employed two sampling techniques: purposive sampling to select respondent (informal 

entrepreneur) groups and snowball sampling to select entrepreneurs who successfully transitioned 

from the informal economy to the formal counterpart. Purposive sampling denotes a non-probability 

sampling method that deliberately targets respondents based on precise individual attributes (El-Masri, 

2017). In this research, active informal entrepreneurs in Sarawak were purposively selected as research 

respondents to derive informal entrepreneurship experiences following Patton (2002) and generate 

valuable findings from well-informed individuals.  

Snowball sampling selects study respondents who then refer other counterparts (acquaintances 

with similar attributes) to researchers (Saunders, Lewis & Thornhill, 2016). In the study context, 

snowball sampling was adopted to determine the entrepreneurs in Sarawak who had successfully 

transitioned from the informal economy to the formal counterpart. In Noy (2008), snowball sampling 

is effective in determining participants who are not easily accessible. The technique was employed in 

this study as the population of entrepreneurs who transitioned to the formal economy remained 

unidentified in Sarawak. Although SME Corp Malaysia (2018) enlisted 1876 registered SMEs in 
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Sarawak, no further information of the enterprises operating within the informal economy pre-

registration was presented. Thus, snowball sampling was adopted to identify more potential study 

respondents.  

Summarily, purposive and snowball techniques were selected to identify the current study 

respondents. Both methods emphasise respondent qualities in addressing the research questions. The 

following section proposes several sampling criteria for the study respondents.  

 

3.5.1 SAMPLING CRITERIA 

Sampling criteria are determined to recruit individuals for interviews in collecting appropriate and 

meaningful research data. This research only recruited qualified individuals who fulfilled the listed 

criteria. Regarding the mutual criteria for both respondent groups, entrepreneurs must own and operate 

a business in Sarawak as the research context. Notably, employees could not be enlisted for interviews 

as this research emphasised entrepreneurs’ motivations. The study selected participants from various 

industries and business sectors for the generalisation of perspectives based on each entrepreneur’s 

information across industrial sectors and businesses (Sutter et al., 2017; Mohd Suhaimi et al., 2016).  

Specific criteria were identified within each entrepreneur group for categorisation. Informal 

entrepreneurs involved individuals with enterprises that are unregistered with any public authorities in 

line with the definition, characteristics, and nature of informality (OECD, 2002). Informal 

entrepreneurs were also required to have at least three years of business operation experience in the 

informal economy. The aforementioned number of years potentially reflected rich experiences and 

knowledge of the informal economy or environment (Williams, 2006, 2011).  

Regarding entrepreneurs who transitioned from the informal economy to the formal 

counterpart, the first criteria required respondents to have established informal businesses before 

transitioning to the formal economy. Specifically, the individuals did not previously register their 

businesses but are now registered with SSM. Second, the entrepreneurs were required to operate their 

businesses for at least three years in the informal economy before transitioning to formal 

entrepreneurship (Williams, 2006; 2011). The individuals should also possess at least three years of 

business operation experience in the formal economy. Despite the paucity of literature supporting the 

aforementioned criteria, this research identified the criteria following observations on the estimated 

timeframe for entrepreneurs’ business expansion into formality and casual conversations with 
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entrepreneurs. Furthermore, the timeframe proved reasonable for such individuals to acquire 

experiences and knowledge in each business area.  

 

3.5.2 PARTICIPANT RECRUITMENT 

Given the absence of an informal enterprise registry in Sarawak, potential participants were identified 

through observations on the definition and nature of informal entrepreneurship and researchers’ 

personal network. The snowball technique was utilised to request for references from past participants 

and identify the group of entrepreneurs who transitioned to the formal economy. Potential candidates 

were selected from the four main cities in Sarawak: Kuching, Sibu, Bintulu, and Miri. Based on the 

sampling criteria, the researcher duly selected 15 informal entrepreneurs and 15 counterparts who had 

already transitioned for the interviews through phone calls. A total of 30 study respondents were 

eventually selected (15 in two groups) for sufficient data saturation to occur in line with past research. 

For example, Harms et al. (2014) conducted 12 interviews, Ogunsade and Ombembe (2016) performed 

26 interviews, Mehtap, Ozmenekse and Caputo (2019) conducted 14 interviews on the motivational 

drivers of informal entrepreneurship, Sello (2012) performed six interviews, and Tassin (2014) 

conducted 13 interviews on the transition from the informal economy to the formal counterpart.  

Essentially, 30 interviews were conducted in every city based on the population (see Table 

3.1). The two interviewee profile groups are presented in Tables 3.2 and 3.3.  

Table 3.1 Sample Size Selection 

Source: Sarawak Population and Housing Census 2010 (Department of Statistics, 2011)  

 

 

 

 

Cities Population Ratio 

No. of participants 

(Informal 

entrepreneurs) 

No. of participants 

(Entrepreneurs who transitioned from 

the informal to the formal economy) 

Kuching 705546 44% 6 6 

Sibu 299768 19% 3 3 

Bintulu 220048 14% 2 2 

Miri 364561 23% 4 4 

Total 1589923 100% 15 15 
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Table 3.2 Profile of Interviewees (Informal Entrepreneurs) 

Respondents Age Gender 
Education 

level 

Business 

sector 
Business age 

R01 26 Male High School Services 3 years 

R02 38 Male High School Retail 10 years 

R03 50 Male High School Services 30 years 

R04 30 Female University Retail 4 years 

R05 30 Male 
Primary 

School 
Services 

5 years 

R06 68 Male High School Services 12 years 

R07 63 Male High School Agriculture 5 years 

R08 55 Male High School 
Food & 

Beverage 

25 years 

R09 43 Female High School 
Food & 

Beverage 

8 years 

R10 50 Female High School Agriculture 4 years 

R11 68 
Male Primary 

School 

Food & 

Beverage 

20 years 

R12 48 
Female Primary 

School 
Retail 

3 years 

R13 33 Female University Services 5 years 

R14 26 
Female 

University 
Food & 

Beverage 

7 years 

R15 30 Female University Services 6 years 
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Table 3.3 Profile of Interviewees (Formal Entrepreneurs) 

Respondents Age Gender 
Education 

level 

Business 

sector 
Business age 

R01 41 Female University Retail 
IE: 10 years 

TE: 10 years 

R02 30 Male University 
Food & 

Beverage 

IE: 3 years 

TE: 4 years 

R03 28 Male University Services 
IE: 3 years 

TE: 3 years 

R04 60 Male High School Construction 
IE: 3 years 

TE: 22 years 

R05 57 Male University Construction 
IE: 3 years 

TE: 25 years 

R06 45 Female University Services 
IE: 5 years 

TE: 5 years 

R07 38 Male High School 
Food & 

Beverage 

IE: 10 years 

TE: 10 years 

R08 26 Male University 
Food & 

Beverage 

IE: 2 years 

TE: 3 years 

R09 29 Female University Services 
IE: 4 years 

TE: 5 years 

R10 50 Male University Services 
IE: 5 years 

TE: 25 years 

R11 55 
Male 

High School Retail 
IE: 14 years 

TE: 21 years 

R12 52 
Male 

High School Construction 
IE: 6 years 

TE: 13 years 

R13 54 
Male 

University 
Food & 

Beverage 

IE: 12 years 

TE: 5 years 

R14 55 
Male 

University Construction 
IE: 13 years 

TE: 6 years 

R15 55 
Male 

University 
Food & 

Beverage 

IE: 5 years 

TE: 30 years 

    Note: IE = Informal Entrepreneurs; TE = Entrepreneurs who transitioned to the formal economy 

 

3.6 INTERVIEW PROTOCOL 

The interview questions were adapted from past literature, such as Williams (2007b), Adom and 

Williams (2012), Williams and Nadin (2010), and Ogunsade and Obembe (2016). The interview 

questions were related to the current research questions. Specifically, two sets of interview questions 

were prepared for (i) informal entrepreneurs and (ii) entrepreneurs who transitioned from the informal 

to the formal economy. Two distinct sets were required as both respondent groups reflected different 

motivations and experiences with and without the transition process (Schwandt, 2000; Yetisen et al., 

2015; Oliver, 2011).  



36 
 

The interview questions were reviewed by four entrepreneurship experts: two for informal 

entrepreneurship questions and two for transition-oriented counterparts. The open-ended interview 

questions were pre-tested to ensure comprehension, relevance, and operationalisability and initiate 

ideas on potential discussion areas (Hurst et al., 2015; Mohd Aliff Abdul Majid et al., 2017) (see 

Appendix 1). In Edwards and Holland (2013), open-ended questions allow the participants to freely 

express their thoughts (Merriam, 2016; Patton, 2005). The researcher posed follow-up questions 

throughout the interview process to clarify specific questions or explore further information (Edwards 

& Holland, 2013; Brinkmann, 2013).  

The researcher began recruiting participants who fulfilled the sampling criteria. Notably, the 

researcher provided a self-introduction, explained the interview purpose, and obtained basic 

respondent details pre-interview. A participant information statement (see Appendix 2) and consent 

form (see Appendix 3) were distributed to respondents in addressing confidentiality issues and 

obtaining informed consent for study participation. Most of the interview locations were conducive 

settings where participants could comfortably share information. A total of 30 minutes were allocated 

for each respondent.  

The interview involved a one-to-one and face-to-face process for a sound and holistic 

understanding of every participant by observing their body language and preventing the researcher 

from distraction (Gillham, 2000; Qu & Dumay, 2011). Permission was obtained from respondents to 

record the session pre-interview. Following Walsham (2006), audio-recording the interviews is 

necessary to retain an accurate record of interview conversations to prevent data omission and facilitate 

playbacks when transcribing. 

Most of the interviews were conducted in English while some were performed in Malay and 

Mandarin. Regarding the transcribing process, the researcher is conversant in all the aforementioned 

languages (English, Malay Language and Mandarin) as a Sarawakian. As such, the translation from 

Malay and Mandarin to English was easily completed. The transcripts and translations were then sent 

to a secondary school English teacher to ensure translation accuracy and adequacy. The translations 

were also sent to the study respondents to cross-check for any data discrepancies and translation 

inaccuracies in justifying their opinions following Creswell’s (2018) and Lincoln and Guba’s (1985) 

post-interview processes. The researcher expressed her gratitude post-interview to the respondents for 

their participation.  
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3.7 DATA ANALYSIS 

Data analysis implies the process of systematic data organisation and categorisation to generate 

meanings from the collected data (Silverman, 2011; Saunders, Lewis & Thornhill, 2016). Qualitative 

data analysis implies explicit data interpretation with a specific analytic approach to transform raw 

textual data into a comprehensible representation of the explored phenomenon (Guest, Mc Queen & 

Namey, 2011). This research utilised a thematic analysis approach for data analysis with a Computer-

Assisted Qualitative Data-Analysis Software (CAQDAS) package: NVivo 12. The software was 

utilised for data coding, classification, management, analysis, and interpretation (Bazeley & Jackson, 

2013; Leech & Onwuegbuzie, 2011). A thematic analysis approach was employed for detailed, rich, 

and complex data interpretation (Braun & Clarke, 2006). A thorough examination of various study 

respondents’ perspectives reveals similarities to and differences of opinions with unexpected insights 

into the research findings (Leech & Onwuegbuzie, 2011). 

Braun and Clarke (2006) present six phases in the thematic data analysis process. First, the 

researcher needs to gain data familiarity by reading and re-reading the data for dataset comprehension. 

Second, initial codes are generated from the dataset. The code-creation process involves data reduction 

to provide novel contexts of data interpretation and analysis (Guest, Mc Queen & Namey, 2011; Miles, 

Huberman & Saldana, 2014). Key points, such as father’s advice, mother’s influence, and siblings’ 

suggestion are coded as ‘family members’ and categorised under the ‘social consideration’ theme. 

Third, the themes are duly identified. The researcher categorises the different codes into potential 

themes. Themes denote specific phrases or sentences that determine data connotations (Miles, 

Huberman & Saldana, 2014). 

For example, the theme ‘social consideration’ encompassed the individuals influencing 

entrepreneurs from immediate surroundings, such as family members, friends, suppliers, and 

customers. The themes are then reviewed and refined. In this phase, the themes could be separated, 

combined, or discarded. The themes are subsequently defined and named. In this phase, theme 

identification reveals how each theme specifically depicts the overall data (Maguire & Delahunt, 

2017). Naming the study themes provides readers with a sound understanding of such components 

(Guest, Mc Queen & Namey, 2011). Lastly, the themes significantly addressing the research questions 

are finalised. Researchers are then required to report the data story and themes to readers (Boyatzis, 

1998; Nowell et al., 2017).  

Regarding Nvivo, the codes (each with different colours) assigned to each transcript section 

are also known as nodes. In this research, the study codes imply the factors influencing entrepreneurs’ 
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retention in the informal economy and transition to the formal economy. The codes are incorporated 

into the themes and sub-themes presented in Table 3.4 based on current literature (Suhaimi et al., 2016; 

Tassin, 2014; Williams, Shahid & Martínez, 2016). The motivation themes in this study aimed to 

include the internal and external factors motivating entrepreneurs’ transition decisions (Williams, 

2006). The study themes also encompassed driving forces, such as the opportunities and intricacies in 

both informal and formal economies that impact entrepreneurs’ decision in choosing either institution 

(Djafar, Garba & Mansor, 2013; Giacomin et al., 2011).  

Meanwhile, the ‘characteristics’ theme emphasised entrepreneurs’ internal assessment of 

formal economy transition. Each entrepreneur’s distinct attributes inevitably led to multiple transition-

oriented perspectives (Drnovsek, Wincent & Cardon, 2010; Shockley & Frank, 2011). Lastly, the 

‘challenges’ theme represented entrepreneurs’ barriers in the informal and formal economies. Such 

intricacies also denoted the transition barriers preventing entrepreneurs’ transition to the formal 

economy (Tassin, 2014; ILO, 2018).  

 

Table 3.4 Theme and Sub-theme Development 

Theme Sub-theme 

Motivation The motivating factors: intrinsic (personal goals) and extrinsic 

(environment). The driving forces: opportunities and difficulties. 

Characteristics Entrepreneurs’ characters: intention, attitude, capability, and ability. 

Challenges The barriers: internal (individual constraints) and external (rules and 

regulations). 

 

3.8 RESEARCH RIGOUR 

Much concern has been highlighted on qualitative research rigour (Gioia, Corley & Hamilton, 2013; 

Sandelowski, 1986). Davies and Dodd (2002) imply rigour as the study reliability and validity. Four 

assessment criteria (credibility, transferability, dependability, and conformability) require attainment 

to prove the qualitative research reliability and validity (Lincoln & Guba, 1985; Saunders, Lewis & 

Thornhill, 2016). First, this research employed purposive sampling to select knowledgeable 

entrepreneurs with experience in the study area to improve the research credibility (Denzin & Lincoln, 

2018; Carter et al., 2014). The technique is typically utilised to select well-informed entrepreneurs 

with sufficient experience in the relevant field (Etikan, 2016; Saunders, Lewis & Thornhill, 2016). 

Researchers also audio-record interviews, meticulously transcribe the content, and return the 

transcripts to respondents for member-checking (Lincoln & Guba, 1985; Birt et al., 2016). Member-
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checking potentially establishes research credibility as the data interpretations and conclusions are 

shared with respondents for clarification and error rectification (Harvey, 2015; Lincoln & Guba, 1985).  

Second, the interviewees were selected from different industries and business sectors for 

optimal research transferability. Following Gioia, Corley and Hamilton (2013), transferability enables 

the empirical findings to address larger audiences. For example, the study sampling methods were 

thoroughly described in Section 3.6 to improve the research transferability to similar settings. Readers 

could then evaluate scholars’ sampling selections and facilitate transferability judgments (Lincoln & 

Guba, 1985). Third, the development of interview protocols, guidelines, databases, and approaches for 

interview administrations and execution would also reflect consistency and enhance research 

dependability (Boyce & Neale, 2006; Whiteley et al., 1998). The interview database in this study 

encompassed audio-recorded interviews, interview transcripts, and relevant field notes that would be 

stored for future use.  

This research utilised NVivo 12 to improve the research reliability and ensure the consistency 

of data management and analysis (Bazeley & Jackson, 2013; Wainwright & Russell, 2010). The 

software potentially ensures methodical, thorough, and attentive empirical work (Silverman, 2011). 

This research also optimised reliability by selecting highly experienced and knowledgeable 

entrepreneurs under the sampling criteria section. The respondents’ experiences and knowledge 

subsequently demonstrate the real researched phenomenon (Bashir, Tanveer & Azeem, 2008).  

Lastly, the member-checking process was utilised for research conformability. The research 

data was meticulously documented and consistently verified with member-checking to ensure that 

respondents’ interview responses accurately corresponded to the interview transcripts (Lincoln & 

Guba, 1985; Miles & Huberman, 1994). Based on the data collection and analysis approaches in this 

study, the findings originated from systematic procedures without the researcher’s influence 

(Saunders, Lewis & Thornhill, 2016; Boyce & Neale, 2006). Summarily, this research complied with 

the assessment criteria for optimal reliability and validity. The rigour findings proved significant in 

generating speculative inferences and plausible and defensible conclusions with emphasis on ethical 

considerations (discussed in the following section). 

 

3.9 ETHICAL CONSIDERATIONS 

Based on Merriam (2016), researchers should demonstrate high sensitivity and ethical values during 

research processes. Ethical concerns may arise pre-study commencement, at the beginning of the 
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research, and during data collection analysis and process reporting. Therefore, ethical issues require 

due consideration during the research process (Creswell, 2014; Saunders, Lewis & Thornhill, 2016). 

In addressing the ethical concerns in this study, the researcher adhered to the Curtin University Human 

Research Ethics Committee. Ethical clearance was duly obtained pre-data collection. In compliance 

with the ethical clearance application, a research proposal clearly stating the following aspects were 

submitted: (i) study objectives, (ii) data collection, analysis procedures, and storage, and (iii) 

respondents’ safety and rights. The proposal was deemed as low-risk upon careful consideration by 

the Curtin University Human Research Ethics Committee and obtained ethical clearance with the 

following approval number: HRE2018-0633 (see Appendix 4). 

Based on the ethical guidance, copies of the respondent information sheet (see Appendix 2) 

and consent form (see Appendix 3) were distributed to the study respondents pre-interview to brief 

them on the research objective and obtain informed consent for voluntary study participation. Notably, 

respondents could withdraw from the study at any given time. The researcher also obtained 

respondents’ permission to record the interviews pre-session. Respondents could reject any 

unfavourable interview questions following confidential rights (Orb, Eisenhauer & Wynaden, 2001). 

Every participant was provided with matching code names while reporting the collected data for 

anonymity (Saunders, Lewis & Thornhill, 2016). Only the researcher and supervisors could access the 

study data for data integrity (Miles & Huberman, 1994) and security. Hardcopies, such as notes and 

documents were safely stored in a locked cabinet at the researcher’s office on campus while soft copies 

were stored in a password-protected personal computer with backup copies on the Curtin Malaysia 

server and an external pendrive.  

 

3.10 REFLEXIVITY 

Following Ruby (1980), reflexivity denotes researchers’ perceptions that affect the environment and 

subsequently influence scholarly viewpoints. Reflexivity indicates how researchers’ positions and 

interests potentially impact all the research process stages and study quality (May & Perry, 2011; 

Jootun, McGhee & Marland, 2009). In this study, the researcher justified such reflexive thoughts and 

remained parallel to the interpretivism paradigm without cognitive dissonance. The researcher also 

constantly maintained an open mindset throughout the research process to acknowledge additional or 

novel study concepts (Brinkmann, 2013). As such, the data collection and analysis processes were 

carefully observed to ensure that multiple realities were developed by respondents and accepted by the 

researcher who could interpret various perspectives (Schwandt, 2000).  
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Although the researcher and respondents shared similar socio-cultural contexts that facilitated 

a sound understanding of the local culture and economy, such similarities could deter the researcher 

from uniquely perceiving social phenomena and cause unconscious assumptions of respondents’ 

perceptions (Walsham, 2006). The researcher reviewed multiple empirical and relevant study types to 

minimise potential bias (particularly across different nations), acquire novel insights, and disregard 

subconscious assumptions of the localised social phenomenon (Guba & Lincoln, 1994). Notably, the 

researcher maintained an objective mindset towards logical and rational data interpretations (Bryman, 

2016; Fletcher, 2015). 

 

3.11 CHAPTER SUMMARY 

This chapter described the qualitative research methodology in line with the interpretivism paradigm 

for data collection and analysis. The research also regarded research reliability and validity and ethical 

considerations. The following chapter provides detailed discussions of the research findings. 
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CHAPTER FOUR: RESEARCH FINDINGS AND DISCUSSION 

 

4.1 CHAPTER OVERVIEW 

The previous chapter discussed the current research methodology. This chapter discusses the 

interviews findings to address the four research questions identified in this study. Both the findings 

and discussions are incorporated into this chapter for a sound understanding of the findings and their 

association with past studies. Notably, the chapter is structured based on the research questions while 

discussions on the study findings parallel the identified themes. The findings of each research question 

are summarised post-thematic discussion. 

 

4.2 INTERNAL FACTORS: INFORMAL ECONOMY 

The internal factors in this study paralleled the push factors derived from entrepreneurs’ thoughts that 

catalysed informal entrepreneurship. Each entrepreneur demonstrated different characteristics that 

influenced business decisions (Kerr, Kerr & Xu, 2017). Based on the node diagram in Appendix 5, the 

respondents reviewed some keywords (unemployment, survival, autonomy, and other counterparts) 

that formed the codes for the internal factors influencing entrepreneurs’ operation in the informal 

economy. The keywords were subsequently classified into themes. The aforementioned internal factors 

were explained and categorised under three primary themes: self-motivation, necessity, and personal 

control. The themes and sub-themes are duly presented in Table 4.1. 

 

Table 4.1 Internal Factors: Informal Economy Themes and Sub-themes 

Theme Sub-theme 

Self-motivation  Autonomy, flexibility, and freedom 

 Economic earning 

 Risk-taking 

Necessity  Survival 

 Unemployment 

Personal Control  Lack of resources 
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4.2.1 SELF-MOTIVATION 

This section discusses the first internal motivation factor influencing entrepreneurs’ retention of 

business operations in the informal economy. Self-motivation denotes the driving force of individuals’ 

task commitment (Ryan & Deci, 2017). Following Barba-Sánchez and Atienza-Sahuquillo (2017), 

self-motivation implies the factor catalysing entrepreneurs towards personal goals. Self-motivated 

entrepreneurs believe in their abilities to perform specific tasks (Ryan & Deci, 2017; Shepherd, 

Williams & Patzelt, 2015). Self-motivation originates from internal thoughts without external 

influences or environmental impacts (Ryan & Deci, 2017).  

Such entrepreneurs could always self-motivate themselves towards task accomplishment 

(Dalborg & Wincent, 2015; Dawson & Henley, 2012). In entrepreneurship literature, entrepreneurs’ 

self-motivation denotes their determination to continue business operations (Krems, Kenrick & Neel, 

2017). In other words, entrepreneurs’ self-motivation is associated with business sustainability 

(Krems, Kenrick & Neel, 2017). In this research, self-motivation implied informal entrepreneurs’ 

determination to continue business operations in the informal economy. Based on the interviews, self-

motivation influenced informal entrepreneurs’ retention in the informal economy, including the desire 

for autonomy, flexibility and freedom (presented in the following sub-sections). 

 

4.2.1.1 AUTONOMY, FLEXIBILITY, AND FREEDOM 

Regarding informal entrepreneurship, past studies highlighted that self-motivation could imply the re-

agents of entrepreneurs’ needs for autonomy, flexibility, and freedom (Gelderen & Jansen, 2006). 

Autonomy, flexibility, and freedom denote the entrepreneur’s desire for their own rights and decision-

making authority (Gerxhani, 2004; Williams, 2006). Five of the participants highlighted their desire 

for autonomy, flexibility, and freedom through informal entrepreneurship. This internal factor 

corresponded to Gerxhani (2004, 274) where self-employed individuals “choose to participate in the 

informal economy because they find more autonomy, flexibility, and freedom in this sector than in the 

formal one.” Informal entrepreneurs’ need for autonomy, flexibility, and freedom reflected the non-

stringent rules and regulations in the informal economy (Webb et al., 2009; Williams, 2007).  

Following Schneider and Enste (2002), high regulatory procedures reduce entrepreneurs’ 

freedom of choice towards formal economy engagement. Hence, the advent of informal 

entrepreneurship implies a direct outcome of over-regulation within the formal economy (Schneider 

& Enste, 2002; Williams et al., 2012). Some examples of the autonomy, flexibility and freedom that 
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entrepreneurs strive for in the informal economy are free business operation styles and flexible 

working hours (Gelderen & Jansen, 2006; Williams & Gurtoo, 2009). Excerpts from the respondents 

who sought autonomy, flexibility, and freedom in the informal economy are presented as follows:  

I think I am like most of the entrepreneurs who wish to be autonomous and have the rights to 

control my business. If you are an employee or worker, you are unable to make own decisions. 

In the workplace, you have to follow the procedure, and whatever decision you have to go 

through your employer or another department in order to implement it. By operating this 

business, it allows me to be creative in designing my products. I am able to come up with 

something that is tailored, unique, and creative (Respondent 1).  

I have more freedom, more time for myself by operating an informal business… Therefore, I 

have more time for myself. This is what my ideal business operation style is. Hence, I am now 

in it by operating an informal business (Respondent 4).  

I choose informal entrepreneurship rather than formal one is because of operating business 

informally, I able to choose my working hours and manage my workers working schedules 

according to my time. My business has no fixed working hours like eight hours per day for my 

workers and myself… Another example is that I am able to go travelling anytime I want. I do 

not have to report and apply leave from my boss because I am my own boss. This is why I like 

doing this business informally… When I am travelling, my worker also does not have to work. 

Although they cannot earn much when working with me because I always on vacation, this also 

gives them the flexibility to work for other people when they have nothing to help out at my 

stall. However, if I am their so called “formal” employer, I can get sued if I don’t make them 

work in accordance to what the law says...(Respondent 11). 

Concerning informal employment, the interviewees’ responses paralleled the ILO (2018) 

assertion where flexible working hours and payments implied the critical factors of informal 

employment stability and growth worldwide. The excerpt from Respondent 11 indicated the unstable 

working conditions and wages received by informal employees. Likewise, ILO (2015b) asserted that 

informal employment disregarded informal workers’ rights and welfare, including fundamental 

principles (secured minimum wages). 

From entrepreneurs’ perspectives, Cross (2000) argued that informality provides flexibility 

over work schedules and operations. The study findings indicated that entrepreneurs had more time to 

perform other tasks. Gerxhani (2004, p. 275) also stated that “informal entrepreneurs have the freedom 

of operating their own businesses; they have flexibility in determining hours or days of operation; they 
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can use and develop their creativity.” Pasquier-Doumer (2012) further noted that some entrepreneurs 

select informality following the flexibility and independence in such endeavours. In line with women 

entrepreneurs’ viewpoints, Mehtap, Ozmenekse and Caputo (2019) concluded that flexible working 

hours in the informal economy facilitated quality time with family members.  

 

4.2.1.2 ECONOMIC EARNING 

The next self-motivator influencing entrepreneurs’ operation in informal entrepreneurship is economic 

earning. Williams (2007) stated that entrepreneurs establish businesses for income generation. As such, 

economic earning essentially determines entrepreneurship establishment (Halvarsson, Korpi & 

Wennberg, 2018). From informal entrepreneurs’ perspectives, such individuals engage in informal 

businesses to earn income (Mehtap, Ozmenekse & Caputo, 2019; Williams, 2007a). All the study 

respondents conceded that they engaged in informal entrepreneurship for income generation. Earning 

business incomes to support family members essentially determines respondents’ business operations 

in the informal economy. Past research associated the determination to earn income with 

entrepreneurs’ necessities and opportunities.  

For example, necessity-driven entrepreneurs engage in the informal economy to earn income 

and fulfil essential needs (Giacomin et al., 2011; Williams & Gurtoo, 2009). Meanwhile, opportunity-

driven counterparts operate in the informal economy for income-earning opportunities (Djafar, Garba 

& Mansor, 2013; Smallbone & Welter, 2004; Williams & Youssef, 2014a). Hipsher (2013) added that 

some informal entrepreneurs engage in informal entrepreneurship for additional income or pocket 

money through non-formal business operations. Based on the interviews, all the respondents 

unanimously agreed that they operated in informal entrepreneurship for more informal income. The 

overall perceptions could be surmised from Respondent 2 as follows: 

The foundation of doing a business is to earn money. Why I operate this business informally is 

because the start-up cost is low compared to doing business in the formal sector. First, I save 

the money to pay for rental, save money in registering the business, and also save tax expenses. 

As a businessman, you have to calculate how to maximise your profit earning. Lowering the 

operating cost is necessary in order to increase the profit. This is why I do informal business. 

I can minimise my cost and maximise my profit…In addition, even though sometimes the sales 

and the income are not satisfying, or you are operating at a loss. Then, at least your loss is a 

small amount and affordable. This is because you have cut all the expenses. Doing business 
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informally and in small size has its own advantages, where at least it is a “cheap” business to 

do (Respondent 2). 

Following past studies, some entrepreneurs believe that more income could be generated from 

informal self-employment than the formal counterpart. Hence, such individuals choose to operate in 

informal businesses (Williams, 2014b). Williams and Gurtoo (2009) reported several business types 

that offer instant earnings, such as informal trading and freelance services. Al‐Mataani, Wainwright 

and Demirel (2017) explained that people perceive informal businesses as a source of quick income 

following cash transactions that enable individuals to conveniently calculate profit and loss earnings. 

Notwithstanding, formal businesses involve accruable transactions that induce business owners to 

perceive income generation as a prolonged affair.  

Some researchers compared the business operation costs between informal and formal 

economies (Mohamed, 2012; Webb et al., 2009; Williams, 2014b). Resultantly, business operation 

costs in the formal economy proved higher than the informal counterpart. Some of the costs incurred 

in the formal economy included tax expenses, business registration fees, and employee wages 

(Gërxhani, 2004; Williams & Martinez, 2014; Williams & Nadin, 2010). Such expenses were 

specifically indicated by the study respondents. As the expenditure would increase production costs, 

decrease profit margins, and financially burden entrepreneurs, the entrepreneurs remained in the 

informal economy to avoid the aforementioned expenses (Adele et al., 2015; Williams, 2007b; 

Williams, Shahid & Martínez, 2016).  

4.2.1.3 RISK-TAKING 

Entrepreneurs’ risk-taking propensity denotes an internal factor influencing entrepreneurs’ operation 

in the informal economy and entrepreneurial attributes (Brockhaus, 2000; De Soto, 1989). Brockhaus 

(2000) defined entrepreneurs as risk-taking individuals while Schumpeter described entrepreneurs as 

dynamic individuals who take risks in exploiting current business opportunities and developing novel 

counterparts (Schumpeter, 1961; Shockley & Frank, 2011). In the informal entrepreneurship literature, 

entrepreneurs’ risk-taking propensity significantly and positively impacts business performance in the 

informal economy (Al Mamun et al., 2016; De Soto, 1989; Siqueira, Webb & Bruton, 2016). 

Additionally, Al Mamun et al. (2016) empirically proved that entrepreneurs with high risk-taking 

propensities tend to participate in informal economy platforms. Following Fairchild (2011), such 

entrepreneurs are prepared to engage in positive or negative circumstances for optimal outcomes. 

Based on the interviews, two of the participants shared their experiences in overcoming the informal 

economy risks: 
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…sometimes I have to move from one place to another place. For example, today I open my 

stall at Kenyalang, but tomorrow you can find me in the city area. I keep on changing my 

location because I do not have a fixed premise to operate the business. Then, when I open up 

my stall in front of other people’s shop, sometimes, they will drive me away because they say I 

interrupt their business. So, I have to find a suitable place to do my business where people can 

easily find me and come to my stall. However, doing business on the street will also result in 

complaints by the council. They will come to me and ask me to move my stall somewhere else. 

However, this is not a big deal for me. I can always close down my stall when I see the council 

and re-open after they leave. Indeed, everyone is my customer when I move here and there. 

Therefore, I see this issue as a potential to know more customers (Respondent 1).  

Operating a business is not easy, especially for us who do informal ones. We are always 

anxious about being detected by the city council. If we are caught by them, we have to pay the 

penalty. We have some experience dealing with them. At first, they are kind and they advise us 

not to do our business here. But after a few times, they will issue summons and we have to pay 

fines which are not cheap. We only earn this much of money from our business, and all the 

income and effort are used to pay the fines. It means we earn nothing at the end of the day if 

we keep on paying the fines issued by the city council. Therefore, this is the risk or issues that 

we are facing. Honestly, we have no good solution to this, what we do is that we will hide 

ourselves when the council officers come patrolling and only operate our businesses after they 

leave the area. Sometimes, if we are caught, we just apologise, tell them our situation, beg them 

to let us continue operating and give them some of our pastries. We have to build a good 

relationship with the council officers so that even if they notice us when patrolling, they will 

not instruct us close down the stall (Respondent 9).  

Resultantly, the risks associated with the informal sector arise following the nature of 

informality, such as the risk of detection by public authorities and penalties for undeclared transactions. 

Such informal businesses predicaments contradict past literature where entrepreneurs encounter 

ambiguities in terms of business sustainability during operations (Williams & Shahid, 2016). The 

statement paralleled the responses provided by Respondent 1 as informal entrepreneurs did not register 

their businesses with local authorities. Thus, the authorities could evict informal entrepreneurs from 

public properties or areas.  

Respondent 9 avoided such risks through bribery in the form of pastries and good rapport. 

Likewise, Williams and Shahid (2016) asserted that low detection risks are associated with high 
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bribery and corruption levels in the informal economy. Informal entrepreneurs utilise bribery to avoid 

the detection and penalty risks imposed by public authorities. As Williams and Shahid (2016) 

highlighted that high punishment risks lower informality levels, Respondent 9 illustrated that low 

penalty risks in local contexts subsequently lower the operational risks within the informal economy. 

Consequently, this research indicated that entrepreneurs’ ability to overcome challenges and the 

advantages obtained from informal businesses could reduce such risks. 

 

4.2.2 NECESSITY DRIVEN 

Necessity-driven factors denote the second internal factor influencing informal entrepreneurs’ business 

operation in the informal economy. Most respondents conceded that their engagement in informal 

businesses followed necessity-driven needs. The research findings corresponded to past literature 

where necessity-driven factors were one of the primary catalysts of entrepreneurs’ operation in the 

informal economy (Adele et al., 2015; Kumi & Mensah, 2017; Williams, 2006).  

Past studies categorised individuals who are compelled to engage in informal entrepreneurship 

for survival as necessity-driven entrepreneurs (Bögenhold, 1987; Williams & Gurtoo, 2017; Williams 

& Youssef, 2014). Such individuals participate in informal entrepreneurship with no other means of 

livelihood (Williams, 2008; Williams, Shahid & Martínez, 2016). Additionally, the entrepreneurs are 

motivated by economic needs to operate in informal entrepreneurship (Bögenhold, 1987; Williams, 

2008). Adele et al. (2015) and Smallbone and Welter (2004) acknowledged necessity-driven 

entrepreneurs as a marginalised, less-privileged, and poor group of people. In other words, such 

individuals are involuntarily being compelled to engage in the informal economy for income 

generation and survival (Gërxhani, 2004; Belda & Cabrer-Borrás, 2018). Past literature also provided 

a list of necessity-driven motivators, such as insufficient family income, poverty, retirement, 

retrenchment, difficulty in finding work, and job dissatisfaction (Williams & Gurtoo, 2009). Based on 

the interviews, most respondents indicated necessity-driven factors as the motivators to engage in 

informal businesses. This research incorporated the factors into the ‘survival’ and ‘unemployment’ 

sub-themes (discussed in the following sub-sections).  

 

4.2.2.1 SURVIVAL 

Based on Kumi and Mensah (2017) and Belda and Cabrer-Borrás (2018), some informal entrepreneurs 

operate in informal entrepreneurship out of necessity (survival). Such informal entrepreneurs perceive 
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the informal economy as a last resort (Williams, 2011; Williams & Gurtoo, 2017). Past studies also 

associated informal entrepreneurship with poverty (Bonnet & Venkatesh, 2016; Manaf & 

Kamarulazizi, 2017; Williams, 2014a). In Williams (2014), financially disadvantaged individuals tend 

to participate in the informal economy to avoid poverty. Likewise, Bonnet and Venkatesh (2016) 

asserted that poverty compels individuals to seek alternate means to social reproduction, such as 

informal sources of income through informal entrepreneurship. The aforementioned findings 

demonstrated that impoverished individuals tended to operate in the informal economy (Belda & 

Cabrer-Borrás, 2018; Williams & Youssef, 2014a; Williams, Shahid & Martínez, 2016). 

Manaf and Kamarulazizi (2017) labelled low-income populations as survivalists. Such 

individuals engage in informal entrepreneurship to fulfil essential needs: food and shelter. Survivalists 

would remain in the informal economy rather than transition to the formal counterpart with no aims to 

expand economic earnings or business growth (Manaf & Kamarulazizi, 2017; Williams, 2014a). As 

survivalists, the individuals are compelled to engage in the informal economy for income generation 

(Hughes, 2006; Williams & Nadin, 2010). The individuals inevitably become informal entrepreneurs 

for survival rather than business growth (Cheung, 2014). The statement paralleled the respondents’ 

experiences as follows: 

I started doing this business because my mother was sick and I needed money to pay for her 

surgery. At that time, I was in urgent need to get money to pay for the medical fees. Therefore, 

the fastest way to earn money that I can think about is to operate a stall and sell things. This is 

because no one who is willing to employ you would allow advanced salary payment before you 

start doing your job. That is why I am forced to start up a business all by myself. In addition, I 

do not have money to start up a proper business, so I can only do informal business 

(Respondent 8). 

I think the only purpose I do this business is to earn some money for survival. I do not have the 

aim to do big business or become rich. In fact, I am satisfied with my current life and work. I 

am able to earn income on my own, using my effort to feed my family and myself. I am happy 

with it (Respondent 11). 

Honestly, I started up this business only because we face financial difficulties and that my son 

needs money for his higher education. Enrolling my son to college requires a lot of money, 

such as daily allowances, rental, school fees, and others. My husband is a part-time worker 

and I am a housewife. Our total earning is not enough to cover the rentals, utilities, foods, and 

hire purchase loans. Therefore, I have to go out to work and earn income to support my family 
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expenses. Even if he is not going to college, our current situation is also “tight”. Hence, 

operating an informal business for me and my family is a source of income to sustain our 

livelihood (Respondent 12).  

In line with supporting proof, the respondents operated businesses in the informal economy to 

earn some income to fulfil necessity-driven needs. Respondent 8 indicated that he operated in informal 

businesses as a quick means of generating income. Respondent 12 also mentioned that she became an 

informal entrepreneur to supplement her family expenses and sustain their livelihood. The responses 

from Respondent 11 further substantiated Manaf and Kamarulazizi’s (2017) statement where 

survivalists would remain in the informal economy rather than transition to the formal counterpart with 

no aim to expand economic earnings or facilitate business growth. Therefore, necessity-driven 

informal entrepreneurs would remain in the informal economy as a survival strategy. 

 

4.2.2.2 UNEMPLOYMENT 

Another sub-theme under necessity is unemployment which involves job dissatisfaction, 

unemployability, retirement, and work retrenchment. Several respondent quotes are presented as 

follows: 

I started up my own business when I was young. I have operated it for about 30 years. When I 

finished my studies, I did walk around and look for a job. In my time, it was not easy to find a 

job, especially when you wanted to land a job in a good company. Meanwhile, you see all your 

friends are getting employed and you are the leftover who is unable to get a job. You feel 

disappointed and demotivated to continue with job applications. After a few months, I decided 

to be my own boss. The fact is I have run out of money to pay for my rental expenses. I cannot 

just keep on waiting for employment. What if I just can’t get used to any company for a lifetime? 

Therefore, I start to see what my potential is and I want to use this ability to earn 

money…Although it is a small business, at least I am able to gain income and not depend on 

others (Respondent 3). 

In the past, I worked as an office clerk in a private company. However, I find it is stressful to 

continue with the job. I mean I have to complete all the tasks from the upper departments and 

it is a lot for me. I feel like it is inappropriate and not worthy to handle so much work and face 

stress with minimum wages. Therefore, I quit the job and started my own business. Working 

for other people is not suitable for me. Sometimes I feel it is unfair because I work so hard and 
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doing overtime is very common for me. However, I do not get a job promotion, I do not get a 

bonus in return. When I notice that I have negative emotions and I experience hair loss, I 

literally resigned from the company (Respondent 5).  

I started this business after my retirement. I tried to look for some activities to fill my retirement 

life and eventually begin to operate this business. As I am already 68 years old, therefore I am 

doing it informally. This is because I don’t have the energy and motivation like in the past to 

commit myself totally to the business…Doing this business also enables myself to have some 

financial earning even though I have a retirement plan to support my spending. However, older 

generations like me always have the mindset that the money will be used up one day, so instead 

of overhead budget spending, I prefer taking an approach of “earning and spending” 

(Respondent 6). 

The main reason to operate this stall is that my husband lost his job. He was a general worker 

before. When he was cut off from this work, we hence lost our household income. I am a 

housewife and therefore I don’t have any financial income to support the household expenses. 

For me, when the thing (retrenchment) happened, we had to find a way to deal with it. This is 

why I started up this business to earn some income to feed the family (Respondent 9).  

The study respondents reflected several unemployment issues, such as unemployability 

(Respondent 3), dissatisfaction with current employment (Respondent 5), retirement (Respondent 6), 

and retrenchment (Respondent 9) in line with past studies (Davies & Thurlow, 2009; Djafar, Garba & 

Mansor, 2013; Mujeyi & Sadomba, 2018). As individuals without salaried work lose secured income 

sources, they are compelled to seek alternatives in the informal economy (Cheung, 2014; Mujeyi & 

Sadomba, 2018; Williams & Gurtoo, 2017). Likewise, individuals who could not seek employment 

within the formal economy would resort to the informal economy through informal employment 

opportunities or business startups (Kumi & Mensah, 2017). Based on the study findings, the informal 

economy absorbed surplus workers from the formal economy and provided individuals with working 

opportunities and income-generation platforms (Fapohunda, 2013; ILO, 2018).  

 

4.2.3 PERSONAL CONTROL 

The next factor influencing entrepreneurs’ retention in informal business operations is personal 

control. Personal control influences entrepreneurial decisions following past research (Keling & 

Entebang, 2017). In this study, personal control denoted the decision to operate informal businesses or 
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transition to the formal economy. Neill, Lynn and Jonathan (2017) explained that entrepreneurs should 

set personal expectations (desired goals) and adequately utilise perceived control for goal attainment. 

Following Kaufman, Welsh and Bushmarin (1995), personal control implies the belief that 

entrepreneurs’ abilities, resources, and skills influences end results. Moghavvemi and Akma Mohd 

Salleh (2014) further asserted that entrepreneurs’ current skills and resources reflect the propensity in 

conducting business activities. Resources denote the primary supply source and asset for specific 

productions: capital, infrastructure, labour or human resources, personal skills, and knowledge 

(Efendic, Pasovic & Efendic, 2018; Kor, Mahoney & Michael, 2007). In this research, the degree to 

which entrepreneurs obtained and employed resources for business operations influenced their ability 

to transition to the formal economy. The study findings corresponded to past research, such as Tassin 

(2014) where informal entrepreneurs with personal control issues (limited resources) potentially fail 

to transition to the formal economy and remain within the informal economy.  

 

4.2.3.1 LACK OF RESOURCES 

Past studies highlighted the incongruencies in resource allocation among informal and formal 

economies (Webb et al., 2013). The informal economy is frequently perceived as having limited 

resources compared to the formal counterpart (Dzansi & Tasssin, 2014; Kanfer & Ackerman, 1989). 

Such constraints in the informal economy deter entrepreneurs’ task performance (Kanfer & Ackerman, 

1989; Webb et al., 2013). Williams (2015) also indicated that resources significantly impact business 

performance. For example, small firms embrace business-oriented challenges despite resource 

limitations. Thus, resources are deemed significant in measuring business size and growth 

(Moghavvemi & Akma Mohd Salleh, 2014). 

Williams and Shahid (2016) revealed that resource scarcity in the informal economy hampers 

entrepreneurs’ ability towards business advancement and diversification. Therefore, the individuals 

could not increase their output and struggled to facilitate business outputs and expansion. In this vein, 

resource constraints adversely impact productivity levels (Leal Ordóñez, 2014). Furthermore, Kumi-

Kyereme (2012) described resources as input and production as output where low input level 

subsequently decreases output level. Thus, informal entrepreneurs could not improve business 

production (Rothenberg et al., 2016) and growth and facilitate the transition to the formal economy 

(Tassin, 2014) following insufficient resources. 

Similarly, most respondents indicated their retention in the informal economy following 

inadequate resources for formal business growth. Some interview excerpts are presented as follows: 
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…because I don’t have money to rent a shop to open up like those H20 or other barbershops. 

That’s why you see I only operate at my house…My hair cutting style is old and I only know 

how to cut boy’s hair. My skills are already outdated. People nowadays demand creative and 

modern hairstyles. I clearly understand that my standard is incapable of fulfilling majority 

market demand. That’s why I don’t have many customers. My current customers are older men 

who live around this residential area. Teenagers are less likely to visit my shop. Therefore, I 

think I just do small business and it is enough (Respondent 3). 

Actually I have many customers, my friends, my ex-colleagues, the friends of my wife, my 

neighbours, and many unknown people who will come and ask for my fruits. The demand is 

there, and I am thinking of ways to satisfy the demand. However, because I do not have a big 

land to plant more fruit trees, I do not have many fruits to sell. For example, my current land 

is about 15 points. Then I plant approximately 20 plus trees from different species. So, if each 

tree can bear for about 10 fruits, for example, I only have 200 to 300 fruits to sell to my 

customers. It is not enough to distribute to everyone. This is why I do not want to do it as a 

formal business, because the fruit production is limited (Respondent 7).  

I do not formalise my business because I do not have the money to do so. I do not have the 

capital to buy a premise or rent a premise. This is why I set up a stall. I also do not have the 

money to purchase a machine for production. All our pastries are hand-made. Consequently, 

we are unable to produce much. For example, we only make 20 to 30 steamed stuffed buns 

daily. Therefore, we can only earn this much money daily as well because we have limited 

output quantities (Respondent 9). 

The finding corresponded to Leal Ordóñez (2014) and Barbosa, Pulido & Ayala (2019) where 

entrepreneurs who could not increase the production number would adapt to small establishments and 

change their decisions to access the formal economy. Rothenberg et al. (2016) explained that business 

owners are aware that limited production could not satisfy wider customers’ demand in the formal 

economy. Regarding financial capital, some entrepreneurs (Respondents 3 and 9) engaged in the 

informal economy following insufficient capital for a formalised business. Engstrøm (2016) asserted 

that capital availability optimises firm formation. Specifically, low capital leads to informal 

organisational development. In line with current literature, informal entrepreneurship could be 

conveniently established with minimal expenditure (Kumi-Kyereme, 2012; Ren, 2012; Williams, 

2015). 
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Conclusively, the internal factors influencing entrepreneurs’ operation in informal businesses 

encompassed self-motivation, necessity-driven factors, and personal controls. Self-motivation 

involved entrepreneurs’ desire for autonomy, flexibility, and freedom in informal business operations 

to earn more money. Some entrepreneurs perceived that informal entrepreneurship engagement 

generated more income, thus resulting in informal business operations. Entrepreneurs with high risk-

taking propensity also selected informal business operations following the willingness to take risks in 

the informal economy. Such individuals were also driven by necessity to engage in informal 

entrepreneurship for sustenance. The entrepreneurs sought income in the informal economy due to 

unemployment issues in the formal counterpart: unemployability, retrenchment, dissatisfaction with 

current employment, and retirement. Lastly, entrepreneurs with limited skills and resources could not 

transition to the formal economy and remained engaged in informal businesses.  

 

4.3 EXTERNAL FACTORS: INFORMAL ECONOMY 

In this research, external factors also denoted the ‘pulling’ drivers of entrepreneurs’ operation in the 

informal economy. The study respondents conveyed their perspectives of social consideration: (i) peer 

and family influence and (ii) the laws and regulations that developed the codes for the external factors 

influencing operation in the informal economy. Based on Appendix 5, the external factors impacting 

informal economy engagement could be classified under three themes: rules and regulations, current 

opportunities in the informal economy, and social consideration. The themes and sub-themes are 

presented in Table 4.2. 

 

Table 4.2 External factors: Informal Economy Themes and Sub-themes 

Theme Sub-theme 

Rules and Regulations  Complicated, timely and costly 

Opportunities  Online platform 

 Access to resources in informal economy 

Social Influences  Culture of sharing 

 Family and friends 

 

4.3.1 RULES AND REGULATIONS 
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Following past research, entrepreneurs choose to operate in the informal economy following formal 

economy laws and regulations (Webb et al., 2009). Boettke and Coyne (2009) defined laws and 

regulations as the guidelines monitoring individual behaviours and enterprises in the formal economy. 

Meanwhile, the informal economy is facilitated by legitimate beliefs and social norms (Roumi, Ray & 

Avasthy, 2013). Based on Dickerson (2011), informal entrepreneurs select the informal economy as a 

business platform to avoid being controlled by codified laws and regulations. Likewise, Kasim and 

Jayasooria (2001) conceded that informal entrepreneurs prefer legitimate rules compared to formal 

laws for more business operation incentives and opportunities. Most respondents highlighted that they 

remained in the informal economy to avoid formal compliance with rules and regulations. Specifically, 

the individuals demonstrated reluctance in adhering to rules and regulations following time and cost-

based complications. The reasons could be highlighted in a respondent’s response as follows:  

It is complicated to follow and comply with the rules and regulations. Operating business 

informally is much easier than formally because in the informal economy, you are not restricted 

by the laws. For instance, we want to start up a food stall, we don’t have to spend the time to 

apply for licenses. Before I started up this business, I initially asked for the council to guide 

me for a formal one. However, I find that they are strict with the operation, including coffee 

shop cleanliness, food hygiene, and the drain system. I mean, why does it have to be so 

complicated? It is different if you operate informally. You don’t have to follow the design 

required by the authorities, such as back-lane, smoke exhaust system, drain system, and so on. 

Moreover, it is not only about the building but also about also other requirements, such as 

cleanliness, labour health, hygiene, and food safety. Every year the owner has to renew the 

license and governance from the Ministry of Health who will regularly check on your business 

premise. It is so troublesome for me. Therefore, informality is a better choice for me 

(Respondent 8). 

The finding paralleled Bruhn and McKenzie (2014) and Williams (2014b) where most 

entrepreneurs are reluctant to register their businesses due to complex institutional regulations. For 

example, multiple procedures need to be complied with in business registrations (Dickerson, 2011; 

Bruhn & McKenzie, 2014). As entrepreneurs are required to understand business registration rules and 

procedures in applying for a business license, some of the individuals find the procedures to be intricate 

and time-consuming (Rothenberg et al., 2016). Most entrepreneurs prefer to disregard formal 

procedures and become informal business owners (Dickerson, 2011; Rothenberg et al., 2016). Based 

on current literature, the cost and burden of adhering to formal rules and regulations, particularly tax 

laws, are high (Joshi, Prichard & Heady, 2013; Leal Ordóñez, 2014). Although entrepreneurs could 
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declare and pay their tax annually within the allotted period (Malaysia Inland Revenue Board, 2018), 

entrepreneurs with low tax morale are unwilling to declare and pay income taxes (Ching, 2013; James 

& Jorge, 2019; Williams & Horodnic, 2016). Thus, the individuals prefer informal entrepreneurship 

to avoid tax payment (Abiola et al., 2017; Sandmo, 2012; Williams & Horodnic, 2016). Furthermore, 

Tassin (2014) highlighted that the pressure to pay taxes and complex compliance issues primarily 

instigate entrepreneurs’ failure to transition to the formal economy and remain informal.  

 

4.3.2 OPPORTUNITIES  

The opportunity-driven factor is another external factor influencing informal entrepreneurs’ business 

operation in the informal economy. Entrepreneurs encompass individuals with the ability to recognise 

and exploit business opportunities (Kuckertz et al., 2017). Williams and Nadin (2010) and Williams 

and Gurtoo (2017) categorised entrepreneurs who are ‘pulled’ by the current opportunities in the 

informal economy as opportunity-driven informal entrepreneurs. In other words, opportunity-driven 

informal entrepreneurs are individuals who acknowledge and manipulate business possibilities in the 

informal economy through business ventures (Kuckertz et al., 2017; Webb et al., 2013).  

Conventionally, informal entrepreneurs participate in the informal economy due to survival 

needs (Belda & Cabrer-Borrás, 2018; Djafar, Garba & Mansor, 2013; Williams, 2007a). Nevertheless, 

current literature indicated that some entrepreneurs voluntarily engage in the informal economy (Cross, 

2000; Welter, Smallbone & Pobol, 2015). As opposed to necessity-driven entrepreneurs, opportunity-

driven counterparts voluntarily engage in informal entrepreneurship (Williams, 2008; Williams & 

Gurtoo, 2009; Williams & Nadin, 2010). In this regard, opportunity-driven informal entrepreneurs 

denote opportunities in the informal economy for potential benefits that are absent in the formal 

economy: flexible working hours, potential economic autonomy, inefficient government regulations, 

and tax avoidance (Maloney, 2004; Williams & Youssef, 2015). The potential benefits were classified 

and discussed across different themes (rules and regulations) in this research (see Section 4.3.1). 

Summarily, this section discussed the opportunities highlighted by respondents in line with online 

business platforms and demand in the informal economy that catalysed engagement. 

 

 

4.3.2.1 ONLINE PLATFORM  
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The rise of online business ventures and operations through digital platforms is undeniable (Finkle & 

Timothy, 2019). Zhao and Collier (2016) described online entrepreneurial establishments as a means 

of incorporating novel ventures and converting current businesses with digital technologies. Online 

business establishments are hassle-free and affordable (Perritt, 2000; Finkle & Timothy, 2019). 

Following current literature, online platforms promote inclusive opportunities for entrepreneurs to 

establish products with wider coverage and online communities (Berrou & Eekhout, 2019; Onyima & 

Nkechi, 2017). In other words, entrepreneurs could access extensive online communities when 

promoting businesses and products through digital platforms (Abuhashesh, 2014).  

The Department of Statistics (2017) reported that approximately 47, 566 online ventures 

conducted e-Commerce transactions in 2015. Furthermore, the Malaysian digital economy accounted 

for 18.2% of the GDP in 2016 (increased to 6.1% compared to 5.9% in 2015) (Department of Statistics, 

2017; Ministry of International Trade and Industry, 2018). The statistics implied the significance of 

local online establishments. Based on the interviews, two respondents indicated informal economy 

participation through online business operations. Following past studies, both participants mutually 

agreed that online businesses present extensive opportunities for exploration with low entry barriers. 

The respondents’ excerpts are presented as follows: 

The generation today is technology based. There are many people who have already started to 

sell products using the internet, for example, Lazada, Amazon, Taobao, and so on. Selling 

products and services online is already very common in China. Besides, prominent online 

shopping websites, such as Lazada and Amazon which are controlled by big companies inspire 

business owners to sell their products online. However, we cannot simply create a website and 

sell things because to create a domain is expensive. Therefore, we do it informally, which is 

using social media, such as Facebook and Instagram to promote our products. I think a lot of 

customers in Sarawak prefer making purchases via Facebook and Instagram than Lazada or 

Amazon, especially for local transactions. Local transaction means buying and selling within 

Sarawak only. People from Sibu sell their goods to Bintulu or Sibu people sell to Sibu people. 

It does not involve overseas transaction. I think it is because the delivery is faster and our 

people (Sarawakians) are more familiar with Facebook and Instagram…I am using my 

personal Facebook account to sell things. I post my products in a different group, such as Sibu 

Buy and Sell Community, Sibu Sharing, JualBeliSibu. If people are interested to buy, they can 

comment or we call “PM” to make a deal with me. Using online platforms to sell goods is very 

simple, and most importantly at no cost. Everyone can conduct a transaction online 

(Respondent 4).  
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Respondent 14 also agreed with Respondent 4 on the opportunities to initiate informal online 

businesses: 

I start up my business online because it is simple and at no cost. I create a page for my business 

on Facebook and Instagram. How I operate is that I put the pictures of my products to the 

pages and take orders from it. But most of the time, people will message me on the design and 

flavour of the cake they want. They will inform me about the delivery time when they want the 

cake to be made and delivered. I see the benefits of using online platforms to conduct business 

rather than a shop is that it does not require capital. I save on the rental. Secondly, I produce 

the cake according to the order. Therefore, there is no wastage or unsold leftover cake. Let’s 

say if nobody comes to make an order in my pages, at least I don’t lose any capital because no 

rental expenses or spending on ingredients which are purchased accordingly. There is no loss 

for me using an online platform. I see this as the opportunities to start up a successful business 

and I just operate it like this (Respondent 14).  

Both perspectives supported past studies on the vital impacts of digital technology and 

opportunities in the informal economy. Although online businesses create extensive opportunities for 

business establishments, most entrepreneurs are unaware of the requirement to register online business 

operations. A total of 400 online businesses were charged in 2010 for not registering with SSM (Ming, 

2016). Unregistered online businesses are thus considered informal businesses (Lai, 2016). Lai (2016) 

highlighted that local communities are oblivious to the registration of online businesses with SSM. 

Mazlan (2018) conceded that Malaysians are confused to date as to why individuals should register 

their online businesses as a company although such businesses are regarded as a hobby or part-time 

endeavour. Specifically, the Consumer Protection (Electronic Trade Transactions) Regulations 2012 

stated that all the businesses selling products through online platforms ( Facebook and Instagram) need 

to report to SSM (Jabatan Peguam Negara, 2012). As the entrepreneurs in Sarawak are implementing 

the digital economy strategy, the individuals are encouraged to establish online businesses that are 

registered with local authorities.  

 

 

 

4.3.2.2 RESOURCES IN INFORMAL ECONOMY  



59 
 

The next opportunity-driven factor influencing entrepreneurs’ operation in the informal economy is 

the current resources in the informal economy. Some entrepreneurs are ‘pulled’ to obtain informal 

economy resources and informally operate businesses (Pryor & Webb, 2013; Webb et al., 2013). The 

existing resources in the informal economy include informal labour forces, customers’ demand for 

low-cost goods, and informal financing (Olomi, Chares & Juma, 2018; Webb et al., 2013). La Porta 

and Shleifer (2014) and Wafa, Mohamed and Bouteldja (2015) argued that informal resources are sub-

standard compared to their formal economy counterparts. Following Avirgan, Gammage and Bivens 

(2005), the informal economy encompasses less-proficient labourers compared to the formal 

counterpart. Excess human resources in the formal labour market compel unemployed individuals to 

access the informal labour counterpart (Davies & Thurlow, 2009; ILO, 2002).  

Avirgan, Gammage and Bivens (2005) asserted that jobless individuals in the formal economy 

consist of people with limited skills and low education levels. As such, informal firms reflect lower 

productivity than formal counterparts (La Porta & Shleifer, 2014). Notwithstanding, some 

entrepreneurs are willing to employ informal labour following minimal wages (Chen, Jhabvala & 

Lund, 2001). Therefore, informal entrepreneurs could save up on business costs by paying low salaries 

(Williams, Shahid & Martínez, 2016; Williams, 2007a). Based on the interviews, Respondent 8 

indicated that he engaged in informal entrepreneurship for informal human resources. The statement 

contradicted current literature where informal labourers are perceived to be as competent and highly 

skilled as formal economy workers. Respondent 8 elaborates as follows:  

…both of my workers are good. They can take care of my shop even when I am not around. 

When I am travelling, they are the ones who are responsible for running the shop every day. 

They are quite smart and they are fast learners and I like their working attitude. I think even 

in the formal labour market it is difficult to attain this kind of workers…I paid them a bit lower 

than the minimum wages of RM1100 because we do not operate business the whole day…Yes, 

I do save some expenses. However, even though I pay them lesser than the minimum wage 

requirement, sometimes, and especially during the New Year festival, I will give them bonus. 

Moreover, their working hours are also flexible. They can arrange their working hours among 

themselves, as long as there is one person helping me when we start the business 

operation…They have been working with me for many years and their performance is good 

(Respondent 8).  

Entrepreneurs prefer operating in informal businesses following high customer demand. 

Following Kuckertz et al. (2017), the presence customer demand creates business establishment 
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opportunities. In economic studies, low-income earners are willing to purchase low-cost goods and 

services than their standard counterparts (Frank, 2008). Thus, informal entrepreneurs perceive the 

possibility to produce low-cost goods and services that are more affordable than high-quality ones. In 

this vein, inferior goods replace normal counterparts in the formal economy (Bakhshoodeh, 2017). In 

minimising the cost of producing goods and services to compete against standard goods, informal 

entrepreneurs select the informal economy as a business platform based on the opportunity to utilise 

informal resources: obtaining cheap raw materials from other informal suppliers and delivering 

products through informal distribution channels (Williams, 2014b; Portes, 1996). For example, Böhme 

and Thiele (2012) affirmed that the evolution of informal entrepreneurship relies on supply and 

demand. Based on the interviews, some participants shared their experience of gaining access to 

specific resources based on the informal economy supply and demand:  

…I can get the supplies at a very cheap rate with my suppliers and therefore I can sell it 

cheaper than the market price. Therefore, there are many people who come to me and purchase 

the products with me…I have different suppliers. I choose the suppliers because I need to make 

comparisons between suppliers who offer cheaper prices. For example, supplier A offers me 

this product at RM10, then supplier B offers me the price at RM5, which one will you choose? 

I will definitely choose supplier B. This is because I can sell the product at RM10 and earn 

RM5 from it. If I choose supplier A, I have to sell at RM15 where the supermarkets also sell 

about the same price. If you have cheaper supplies, you can negotiate the prices with 

customers. This is also the benefit of a competitive advantage where you sell cheaper, more 

people come to you and buy from you (Respondent 4).  

Actually, home-based business has a good market demand in local settings. There are a lot of 

people looking for business which can satisfy their needs and where they do not have to present 

to the business entity, this is where the opportunity for home-based business is derived from. 

For example, I have a lot of customers who just make an appointment via phone call or 

Whatsapp to make arrangements for time and date for services, and I can go to their house 

and perform my duty. People nowadays have to work during the weekday, so weekends are so 

precious for them and they want to just stay at home. Therefore, I see the opportunity and 

demand that instead of making them walk into the beauty salon, I can go to their house 

(Respondent 13). 

I started up this business because I found an opportunity to do so. I found the opportunity when 

I was talking with the other parents while waiting for my children to finish their class. I realised 
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that many of the parents need to work during daytime and do not have time to take care of their 

children. Thus, I see the opportunity to offer childcare services to them since I am not working 

and have time to look after their children. Usually, the parents will pick up their children after 

work…Surprisingly, there is a lot of demand where parents keep on asking me to help them 

take care of their children because they are busy…Currently, I am taking care of 10 children 

in my house. Yet, there are still many parents who are looking for childcare services from me 

(Respondent 15).  

 

4.3.3 SOCIAL INFLUENCES 

Social influences denote another external factor influencing entrepreneurs’ business operation in 

informal entrepreneurship. Following Hofstede (2001), entrepreneurial activities are affected by 

surrounding cultures and social beliefs. Cultural and normative environments significantly impact 

social norms and beliefs within communities. For example, a society that prioritises legitimate norms 

and values is inclined towards informal entrepreneurship (Webb et al., 2013; Williams & Shahid, 2016) 

while a community that prefers codified rules and regulations tend to validate formal entrepreneurship 

(Webb et al., 2013; Williams & Shahid, 2016). Furthermore, Welter, Smallbone and Pobol (2015) 

conceded that social contexts influence the development of informal entrepreneurship. For example, 

normative and value-driven socio-cultural dimensions induce community members’ adoption of such 

environments.  

Past studies categorised this phenomenon as the normative influence of informality (Aronson, 

Wilson & Akert, 2005; Ogunsade & Obembe, 2016). The prevalence of values and perceptions 

concerning informal businesses among a group of people facilitate informal practices (Ogunsade & 

Obembe, 2016; Hofstede, 2001) and collective mindsets and knowledge within societies, regions, and 

nations (Ogunsande & Obembe, 2016). Individuals would become informal entrepreneurs due to 

normative influences when other people practice informal business transactions (Kacperczyk, 2013). 

The finding corresponded to past research where social contexts impacted individuals’ decision to 

become informal entrepreneurs (Stephan, Uhlaner & Stride, 2015). Some individuals are motivated to 

participate in informal entrepreneurship for social acceptance (Aronson, Wilson & Akert, 2005). Based 

on the interviews, most respondents highlighted social influences (local culture of sharing and the 

influence of family and friends) as the factor motivating informal business operation (discussed in the 

following section).  
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4.3.3.1 CULTURE OF SHARING 

Cultures vary across countries. Following Aronson, Wilson and Akert (2005), cultural differences 

across nations form multiple entrepreneurial motivations and activities. In Urban (2007), culture 

provides a language-based conceptual framework for knowledge interpretation and shape subjective 

mental constructs and actors’ situational perceptions in life, thus affecting decision-making and 

entrepreneurial behaviours. Based on the interviews, Sarawak facilitates the widespread culture of 

sharing as local people enjoy sharing their goods with others. The situation represents a form of 

normative social influence where societies accept and practice this culture. In other words, the 

collective norms and values among the community members in Sarawak promote the sharing of goods 

and services with other counterparts for good rapport. The behaviour also represented social 

interaction. Based on the interviews, Respondents 5, 7, and 10 established their informal business 

through the culture of sharing by exchanging goods and developing a good rapport.  

It is our unique culture to share business information at the coffee shop. Every day, you can 

see people having “meetings” at the coffee shop. We talk about politics, business, family, 

friends, rumours, and others. This is where people in Sarawak exchange information. We can 

spend a day talking with each other and learning from them. We like to share our information 

and at the same time, we can meet new friends... I think this is the good thing in Sarawak, that 

everyone generously shares information and helps each other in their business…For my 

business, I am a property broker. Therefore, these people are all my customers and suppliers. 

For example, I get to know Mr A who wants to sell his houses when we are talking. So, I offer 

to help him sell his houses and get a percentage of commission. Sitting down and talking to 

people at the coffee shop is also a good way to have a wide personal network. You know 

everyone and get information quickly. I am able to sell Mr A’s house within only a few weeks 

because I know many people and there are some who are interested to buy. It is very informal 

but this is how our culture controls this broker business. It is unlike a foreign country where 

you have property agents as a broker to brief you about the house and organise an open house 

to visit the house (Respondent 5). 

At first I give my fruits to my neighbour, siblings, and cousins because I cannot finish all the 

fruits on my own...I didn’t plan to sell my fruits in the beginning but slowly more and more 

people came and wanted to buy the fruits from me. Therefore, in the end it turns out to be a 

business (Respondent 7).  
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I always like to plant fruit trees. After the trees bear fruit, I share the harvest with my relatives 

and friends. My trees are very productive, bearing many fruits and the fruits are sweet. My 

friends and relatives like them very much and always keep on asking for more. However, most 

of my friends are also shy to take the fruits from me. In Chinese culture, we have this practice 

of giving and taking. Therefore, they will also give me some gift in return. They also like to 

share the fruits from my trees with their friends and their friends request to buy from me. 

Slowly, it becomes a business for me. It is not a very formal business like selling at the market. 

I sell the fruits only because they want to buy from me, then I sell to them. If they do not pay 

me, that will be fine too. It is about sharing and happiness (Respondent 10).  

Based on the interviews, Respondent 5 indicated the unique culture of exchanging information 

with other people. The respondent could obtain relevant information and convert the knowledge into 

business opportunities as a property agent. Moreover, Respondents 7 and 10 originated from the same 

business sector with similar experiences of establishing their informal businesses through knowledge-

sharing with other individuals. The sharing practice developed into marketing tools that promote their 

products for potential customers. Brown and Duguid (2000) and Barbosa, Pulido and Ayala (2019) 

also elaborated that social influences reflect how interpersonal networks allow access to social 

sustenance and facilitate social norms and behaviours. 

 

4.3.3.2 FAMILY AND FRIENDS 

Based on Sengupta (2010), family and friends represent social capital that easily influences 

entrepreneurs’ behaviours. Individuals who directly network with family members and friends are 

easily influenced by external beliefs, norms, and values (Arregle et al., 2013). Current literature also 

stated that family and peer support significantly affects entrepreneurs’ decision to operate in the 

informal economy or transition to the formal counterpart (Arregle et al., 2013; Webb et al., 2013). For 

example, adequate financial support from family and friends catalyse business growth and the 

transition to the formal economy (Mehtap, Ozmenekse & Caputo, 2019). Advice from family and 

friends also considerably impact entrepreneurs’ participation in informal entrepreneurship (Roumi, 

Ray & Avasthy, 2013; Mehtap, Ozmenekse & Caputo, 2019). In this vein, entrepreneurs rely on 

informal sources (family members and friends) for business support and guidance (Williams, Shahid 

& Martínez, 2016).  

Family backgrounds also affect entrepreneurs’ mindset and knowledge for formal or informal 

business establishments (Chepurenko, 2018). Entrepreneurs from families who operate in informal 
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businesses the entrepreneurs would have more knowledge and strategies in operating informal 

enterprises (Mustapha & Selvaraju, 2015). In Arregle et al. (2013), family influence essentially 

provides background experiences and motivation for entrepreneurs’ operation in informal businesses. 

Corresponding studies highlighted that some women entrepreneurs prefer informal business operations 

due to family obligations (Franck, 2012; Khoury, Farraj & Sultan, 2018). Women entrepreneurs 

demonstrated that informal business operations facilitate quality time with family members and a 

sound balance between business and family compared to formal employment (Henning & Akoob, 

2017; Williams, Shahid & Martínez, 2016). On the same note, Respondents 2, 4, and 9 indicated that 

they were influenced by family and friends to operate in informal businesses. Their experiences 

empirically paralleled current literature where family members offered social support and influence 

that affected entrepreneurs’ career choices in informal entrepreneurship. 

…my parents operate a small retail shop so I also operate like them. Since young, I always 

help out my family business and I know how to manage it. I learn where to get suppliers, how 

to do marketing, sell and buy from my family business. Therefore, when I grew up, I follow how 

they earn money. This is why I open this shop. The business operation structures are the same 

except that mine is more modernised and comprise many creative products. Some of the 

products are purchased from other countries, such as Thailand, Korea, and China. This makes 

my shop different from others. I think this is also an innovative challenge with my parents’ style 

of business operation as well (Respondent 2).  

I operate this business as I mentioned just now because I do not have to spend a lot of time on 

this business. I can check the customer’s order once a day. Therefore, I have a lot of luxury 

time to do my own thing. From family perspective, this business is beneficial for me that I have 

more time for my husband and children. As this is my own business, I can control the operation 

at home. Therefore, I am able to accompany my children every day (Respondent 4).  

…doing this business to feed my family. If I do not work, where can I get the money to feed my 

family? When I was young, my mother was also a street vendor who sold pastries like what I 

do right now. Actually, during the time when I knew my husband was retrenched from work, 

the first idea to earn money was to start up the pastries stall. This may be because I used to 

learn about this since young…I learned the skills to make pau and pastries from my mother. I 

believe my products are good and will allow me to get some income. This is how my mother 

earned money for us when I was young (Respondent 9).  
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Conclusively, this research demonstrated that the external factors influencing entrepreneurs’ 

business operation in the informal economy are (i) rules and regulations, current opportunities in the 

informal economy, and (iii) social influences. Entrepreneurs hesitated to transition to the formal 

economy in avoiding compliance with complex, time-consuming, and costly rules and regulations. 

Moreover, entrepreneurs engaged in informal businesses upon recognising the opportunities in the 

informal economy. Such entrepreneurs strived to manipulate the identified opportunities with informal 

business operations, such as online platforms and non-formal resources. Lastly, entrepreneurs operated 

in the informal economy following social influences. The local culture of sharing provided an 

interactive platform for entrepreneurs to obtain many potential customers and informal business 

opportunities. Moreover, family and friends denoted social capital that significantly influenced 

entrepreneurs’ knowledge of informal businesses. Family and peer support were also deemed 

substantial for entrepreneurs’ informal business establishment and operation. 

 

4.4 INTERNAL FACTORS: TRANSITION  

From governmental perspectives, the transition of informal entrepreneurship to the formal counterpart 

is crucial as formalisation would optimise the national economy through tax payment (Dzansi & 

Tasssin, 2014; Pickhardt & Prinz, 2012). The transition is also significant for entrepreneurs themselves 

(Chepurenko, 2018; Baicu & Corbu, 2016; ILO, 2015b). Several factors influence entrepreneurs’ 

business transition from the informal economy to the formal counterpart. This section discusses the 

internal factors motivating local informal entrepreneurs’ transition to the formal economy. Based on 

the interviews, the internal factors driving local entrepreneurs’ transition were classified into two 

themes: self-actualisation and intolerance of informal economy practices. In this research, the internal 

factors also represented the push factors originating from entrepreneurs’ thoughts and feelings to 

formalise businesses. The themes and sub-themes are presented in Table 4.3 and discussed in 

subsequent sections. 

Table 4.3 Internal factors: Transition Themes and Sub-themes 

Theme Sub-theme 

Self-actualisation  Business goals 

Intolerance of Informal 

Practices 
 Bribery and corruption in the informal 

Economy 

 

4.4.1 SELF ACTUALISATION 
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In the motivation theory, individuals possess personal goals that require accomplishment (Ryan & 

Deci, 2000). Self-actualisation denotes the motivation to realise individual potential and achieve 

specific needs and goals (Maslow, 1943). Self-actualisation also implies individual tendencies towards 

self-development (Krems, Kenrick & Neel, 2017; Maslow, 1943). Maslow utilised the term ‘self-

actualisation’ to describe the desire leading to the realisation of individual capabilities (Maslow, 1943). 

In entrepreneurship studies, entrepreneurs’ self-actualisation represents what the individuals intend to 

be and aim for in actualising personal desires (Krems, Kenrick & Neel, 2017).  

Informal entrepreneurs reflect personal goals that need to be realised (Gard et al., 2014; 

Williams, 2009). In this research, informal entrepreneurs perceived the transition from a different 

context (the formal economy) to realise personal goals. Some entrepreneurs chose to transition from 

informal to formal economies to become formal entrepreneurs and manifest the desire to formalise 

businesses following Tassin (2014). Self-actualisation would also alter informal entrepreneurs’ 

perceptions and induce novel business operation perspectives in the formal economy post-transition 

(Floridi & Wagner, 2016; Harms et al., 2014). Based on the interviews, respondents transitioned from 

informal to formal economies to manifest business goals. 

Most respondents demonstrated the determination to achieve goals through improved business 

growth and reputation by transitioning to the formal economy. Respondent 1 transitioned to the formal 

economy following the desire to own a shop. The respondent could accomplish this goal through 

informal business operation for potential customers while gradually transitioning to formal 

entrepreneurship with sufficient profitability to purchase a shop and engage in the formal economy. 

The experiences shared by Respondent 1 corresponded to Laguna, Alessandri and Caprara (2016) 

where goal attainment represents entrepreneurs’ intention to demonstrate competence in self-

actualisation. 

My goals are to buy myself a shop premise. This is because, in some drama or tv shows, there 

are shops that are decorative and attractive. If you work in such an environment, you will feel 

satisfaction. Therefore, one of my goals is to have my own flower shop. I actually made it. At 

first, I was doing informal business, such as setting up a stall and selling flowers. It is like what 

we usually find during Valentine’s Day, a stall selling flowers at the roadside. Although I 

dreamed of having a shop, I didn’t have the money to buy a shop. This is why I started 

informally with the aim to earn some money and build my customer base. After I earned enough 

money, I bought a shop and go into formal. I am so happy and satisfied that I actually 

accomplished my goal (Respondent 1).  
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Another goal influencing informal entrepreneurs’ transition to the formal economy is business 

growth (OECD, 2007; Dzansi & Tasssin, 2014). Most respondents highlighted business growth 

considerations in both informal and formal economies. In Farrell (2004), formalised businesses lead 

to business expansion compared to informal economy counterparts. Similarly, OECD (2007) 

highlighted entrepreneurs’ intention towards business growth for potentially formalised companies. 

Formalisation by transitioning from the informal to the formal economy promotes long-term business 

growth (OECD, 2007). Tassin (2014) elaborated that transitioning to the formal economy might not 

result in short-term business growth albeit with sustainable entrepreneurial benefits. For example, 

formal entrepreneurs could promote businesses and gain more customers for high profitability (ILO 

2017). Based on the interviews, all the respondents asserted their desire for business growth and 

subsequent transition to the formal economy. The following quotes exemplify respondents’ 

actualisation of business expansion goals: 

I transitioned to the formal economy because I find that I can gain more customers if I am 

doing a formal business than the informal business. For example, I can promote my business 

because I have a company name. It is a formal business so I can promote it but if it is an 

informal one, I am scared of being reported by other people, such as my colleagues. Therefore, 

I find doing formal business is an opportunity for me to reach more customers and to have 

access to a wider market (Respondent 3).  

I formalised my business when I realised that my customer is increasing. In informal business 

or at the stall, I could not manage to serve every customer efficiently. Thus, I decided to 

formalise my business and employ some workers to help me. Initially, I did not have the plan 

to formalise because I was anxious if I could not manage to run a formal one because formal 

or bigger business involves more expenses. These expenses vary, such as employing workers, 

rentals, and ingredients. However, when I thought about it from another perspective, that if I 

remained informal, my customers would turn away because they would have to wait in a long 

queue. Then, I told myself to try out formalising the business. I had to keep on encouraging 

myself and tell myself I am able to make it. After formalisation, I am happy because I realise 

that doing formal business is a sense of accomplishment. I finally succeeded in the transition 

from informal to formal, growing from the small stall to a bigger business (Respondent 8).  

I transitioned to the formal economy because I wanted to expand my business. It is easier to 

explore other strategic locations in the province by formalising the business and plan for 

expansion. For instance, I opened my first shop at Lorong Made preparations there and I 
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opened another one nearby Farley supermarket…Actually, since young, the desired business 

model that I always wanted to achieve was franchising If doing as an informal one, people 

easily copy your idea and start up the same business to compete with you. However, if you turn 

into a formal business, you can plan to operate using a franchise system. In my opinion, 

franchising is the best method for every businessperson to systematically and effectively expand 

his or her business. Franchising allows you to establish a brand name and promote it to gain 

recognition from the public. This will become a strong marketing tool …. This is why I 

formalise my business. I want to spread my business everywhere and make them sustainable 

(Respondent 15).  

 

4.4.2 INTOLERANCE OF INFORMAL PRACTICES 

The next internal motivation that influences entrepreneurs’ transition to the formal economy is 

intolerance involving informal economy practices. Following Williams, Horodnic and Windebank 

(2015), informal economic activities are outside the control of government regulations. Informal 

enterprises are also often associated with negative implications following non-formal business 

practices (Webb et al., 2009). Governments are concerned about informal entrepreneurship activities 

as a means of tax avoidance with adverse social implications (Al Mamun et al., 2016; Williams & 

Nadin, 2010). For example, informal entrepreneurship is often associated with inadequate informal 

employment conditions that compromise social cohesion and instigate unfair competition (Leal 

Ordóñez, 2014; Torgler & Schneider, 2009; Zahiid, 2018). Informal entrepreneurs also face multiple 

constraints, such as bribery and corruption in informal business operations (Sharma & Biswas, 2018). 

Based on the interviews, several respondents conceded that they transitioned to the formal economy 

due to several informal economy barriers. The respondents refused to tolerate bribery and corruption 

issues in the informal economy and chose to formalise their businesses. 

 

4.4.2.1 BRIBERY AND CORRUPTION IN THE INFORMAL ECONOMY 

Past research highlighted the corruption-informality correlation (Ouédraogo, 2017; Webb et al., 2009). 

Based on Wei (1997), the informal entrepreneurship size impacts the corruption level. A large-scale 

informal sector inevitably instigates bribery and corruption (Gupta, Davoodi & Alonso-Terme, 2002). 

Additionally, Saad (2014) stated that bribery and corruption in the informal economy substituted 

specific transaction costs in the formal economy. In Svensson (2003), informal entrepreneurs need to 

pay bribes in obtaining public services. Bribery could be in the form of money or “gifts” (Malaysian 
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Anti-Corruption Commission, 2016). Thai and Turkina (2013) also indicated that the adverse 

implications of the informal economy, such as bribery and corruption substantially impact 

entrepreneurs. Based on the interviews, two of the respondents mentioned encountering bribery and 

corruption issues while operating informal businesses. For example, the individuals paid bribes to 

avoid penalties when their unregistered business transactions were detected.  

I went into the formal economy because I had enough with the bribery issues with my informal 

business. I feel it is unfair that the people keep on coming and causing trouble with my 

operation. It is not only the gangster but the officers also come to collect bribes from us. For 

gangster, they want us to pay them “protection fee” because we set up the stall within their 

premise. For officers, they want us to pay them some money or else they will issue us penalty 

notices for operating business without a license. I mean, there are also other people who do 

the same as me, why do they have to target me and keep on urging money from us. It is unfair. 

We only earn some income to feed our family. When they come, it means all our effort of the 

day is gone, that we have to give the hard-earned money to them. I just had enough with this 

issue and decided to register my business, where at least the officer has no reason to urge 

money from me anymore (Respondent 7). 

Honestly, I had a few informal businesses before and all were doing well. When your business 

is good, people will get jealous. They will report to the officers. In order to avoid being forced 

to close down, we have to give some “gift” to the “person in charge”... If you pay the bribes 

once, you have to continue doing that in order to maintain your business. Sometimes, the 

person will ask you to give money directly. This is very frustrating. However, what hastened 

me to quickly transition to informal business is that I feel tired of entertaining these governors. 

It is not only you spend the money to settle the issues, they will come to your shop and you are 

forced to entertain them. During that period of time, I spend my time with this kind of people 

and have no time for my family. Finally, I just want to quit this circle and close down all of my 

informal businesses. I moved to a new place and started a formal one (Respondent 11). 

Resultantly, respondents were reluctant to pay bribes and entertain public officers. Such 

intricacies caused the individuals to convert their informal businesses to formal ventures. The findings 

proved that bribery and corruption would reduce informal entrepreneurs’ income. Based on the cost-

benefit analysis, high costs and low revenues potentially reduce entrepreneurs’ desirability to 

perpetuate business operation in the informal economy. For example, Respondent 11 admitted to 

entertaining public officers. Svensson (2003) termed such dealings as visibility. Some of the public 

officers exploited their discretionary powers to extract the maximum amount of bribe money from 
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informal businesses (Malaysian Anti-Corruption Commission, 2016). Ouédraogo (2017) elaborated 

that most informal entrepreneurs could not refuse to pay the bribes as their business operations could 

be shut down (similar to Respondent 11). Regardless, extensive dealings with public officers and the 

ability to pay bribes would generally lower entrepreneurs’ willingness to tolerate such practices 

(Svensson, 2003). Eventually, the entrepreneurs chose to transition to the formal economy.  

Conclusively, this research revealed the internal factors influencing entrepreneurs’ transition from 

the informal economy to the formal counterpart to be self-actualisation and intolerance of informal 

practices. Self-actualisation denotes the entrepreneurs’ determination in actualising business goals. As 

different entrepreneurs demonstrated distinct goals, entrepreneurs engaged in the formal economy to 

pursue specific goals (business growth). The entrepreneurs could promote their businesses with 

registered business names and access wider formal resources and customer bases for business 

advancement. Moreover, entrepreneurs choose to transition from the informal economy to the formal 

counterpart following their unwillingness to tolerate negative informal practices, specifically bribery 

and corruption issues. Bribery and corruption proved cumbersome for informal entrepreneurs. As 

informal entrepreneurs were unwilling to shoulder such costs, the individuals engaged in formal 

entrepreneurship to avoid adverse implications (bribery and corruption) in informal businesses.  

 

4.5 EXTERNAL FACTORS: TRANSITION  

Apart from internal drivers, external factors also ‘pull’ entrepreneurs to transition from the informal 

economy to the formal counterpart. As opposed to internal factors, researchers believed the external 

environmental elements to monitor entrepreneurs’ behaviour towards formalised businesses. This 

section elaborates on the external factors influencing local informal entrepreneurs’ transition to the 

formal economy. Based on Appendix 6, most respondents indicated the presence of family and peer 

influences and their perspectives of formal economy penalties and protection. Thus, the external 

factors influencing local entrepreneurs’ transition to the formal economy are classified into two 

themes: (i) rules and regulations and (ii) social influences. External factors also denote the ‘pull’ factors 

that attract entrepreneurs’ adaptation to formalities. The themes and sub-themes are presented in Table 

4.4 and discussed in subsequent sections. 

 

 Table 4.4 External factors: Transition Themes and Sub-themes 

Theme Sub-theme 
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Rules and Regulations  Penalties 

 Protection 

Social Influences  Family and friends 

 Suppliers and customers 

 

 

4.5.1 RULES AND REGULATIONS 

Policymakers resembling ILO (2015) emphasised the significance of rules and regulations in 

encouraging the transition of informal entrepreneurship to the formal counterpart. Past researchers also 

suggested several policies to eliminate informality so that informal entrepreneurs are compelled 

towards formalisation (Dibben, Wood & Williams, 2015; Shehryar & Williams, 2013; Williams, 

2005). Rules and regulations are essential in managing informality (ILO, 2015; Potsiou, 2014; Torgler 

& Schneider, 2009). Current literature also provided recommendations for the government in 

facilitating the transition of informal entrepreneurship to the formal economy (Bruhn & McKenzie, 

2014; Sutter et al., 2017). Schneider and Enste (2002) proposed that the government should reduce 

regulatory barriers for informal entrepreneurs to understand and comply with formal economy 

regulations. The goals to reduce such restrictions serve to encourage more informal entrepreneurs’ 

transition to the formal economy (Dau & Cuervo-Cazurra, 2014). For example, Bruhn and McKenzie 

(2014) recommended that the government simplify business registration regulations and motivate 

informal business owners to register their businesses with public authorities.  

Notwithstanding, Williams and Shahid (2016) contended that deregulations would adversely 

impact the economy. Mehtap, Ozmenekse and Caputo (2019) elaborated that rules and regulations are 

employed to monitor and control behaviours in the economy. Hence, governments that reduce or 

eliminate the restrictions could catalyse more business operations and create aggressive competition 

in the economy. De-regulations also induce consumer protection concerns when informal enterprises 

begin selling sub-standard products in the formal economy (Bakhshoodeh, 2017). Some literature also 

suggested that the government should enforce more rules and regulations in eliminating the informal 

economy (Dibben, Wood & Williams, 2015; Tokman, 2011). Perceivably, the enforcement of rules 

and regulations would ensure informal entrepreneurs’ transition to the formal economy.  

 

4.5.1.1 PENALTIES 

Based on the arguments, this research revealed the local government to outline optimal policies in 

eliminating informal entrepreneurship and facilitating the entrepreneurs’ transition to the formal 
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economy. For example, SSM promotes a convenient online system for business registration. The 

government has also reinforced the detection of and penalties for street vendors who are operating 

without business licenses (SSM, 2018). Based on the interviews, most respondents highlighted the 

impacts of legal compliance with formalisation. The individuals transitioned to the formal economy in 

avoiding the penalties for operating unregistered businesses. The respondents formalised their 

businesses following the fear of being penalised by public authorities. In preventing such penalties, 

the individuals decided to register their businesses and operate as formal entrepreneurs. Respondents 

2 and 4 shared their experiences as follows: 

I formalised the business because the law says so. Initially, I operated in the informal business 

and kept receiving penalties for running the business without registration. I can recall that I 

received the bill about every week, and the accumulated cost indeed was quite expensive. 

Therefore, I decided to register my business so that I would not be charged anymore for doing 

business without business licenses. So, when I went to pay the penalties, I asked the officer to 

give me advice on how to register my business and I proceeded to the government office to 

register it. Right now, I have already become a formal business owner (Respondent 2). 

I am doing electrical services…I transitioned to formal business because the nature of my 

business requires law compliance. If I do not follow the law, I cannot get things done… When 

I want to do wiring for a building, I need to follow the procedures to connect the electricity 

from the main power station to the residential house. I have to go to Sarawak Energy and 

submit the housing plan and apply for permission to pull the wiring. If I do not inform them 

about the application, it is illegal. They can sue you for stealing electricity, which is a crime. 

This may result in serious penalties of fine and jail time…Therefore, I have to formalise my 

business in order to do all the tasks required…Of course informal business cannot apply for 

that, thus I have to transition into formal one in order to do so (Respondent 4). 

 

4.5.1.2 PROTECTION 

Entrepreneurs also choose to transition from the informal economy to the formal counterpart for legal 

protection (ILO, 2015a; Williams, 2015). Some entrepreneurs demonstrate positive attitudes towards 

formal policies and regard formal rules and regulations as guidelines for daily business management 

and operation (Williams & Nadin, 2014). Following Webb et al. (2013), codified laws are established 

to monitor entrepreneurs’ behaviours in the formal economy. Such laws also protect entrepreneurs in 
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the wake of formal economic disputes (Williamson & Kerekes, 2011). Based on the interviews, 

entrepreneurs who intended to legally protect themselves and their employees transitioned from the 

informal to the formal economy. For example, labour laws are implemented to protect workers’ rights 

and state entrepreneurs’ responsibilities (Ojo, 2019). Meanwhile, informal employment does not 

comply with such regulations and are is unprotected from adverse implications (Charmes, 2012; ILO, 

2013; Muthusamy & Ibrahim, 2016). Informal workers lack social protection and employee rights with 

no decent working conditions (ILO, 2015a). Thus, individuals who transition to formal 

entrepreneurship and register with local labour organisations could benefit from social protection and 

optimal employment conditions in the formal economy (Assenova & Sorenson, 2017; ILO, 2015a).  

In line with current research, Respondent 14 transitioned to the formal economy to protect his 

workers’ rights and social welfare. For example, his workers could receive compensation from the 

local social security organisation in the event of workplace injuries. Respondent 14 stated as follows: 

Another reason that motivated me to transition to the formal economy is my workers. When I 

employed about 20 workers, I decided to register my business and registered my workers with 

the labour organisation. As my business is doing the wooden craft, so my carpenters always 

have to deal with heavy machines, such as cutter, which they can easily get hurt. If they are not 

registered with the Social Security Organisation (SOCSO), they cannot get the medical benefits 

if they are injured. Therefore, I had to register my workers with SOCSO…Registering my 

workers is also good for me. For example, they can get reimbursement and free medical 

treatment from the government, which also indirectly saves my money for paying their medical 

costs. In addition, I also protect myself from being sued by the workers and labour department 

for not registering my employees should unprecedented injuries happen at work (Respondent 

14). 

 

 

4.5.2 SOCIAL INFLUENCES 

As previously mentioned, social influence implies one of the external factors influencing 

entrepreneurs’ business operation in informal entrepreneurship. Likewise, positive social influences 

would affect entrepreneurs’ transition from the informal economy to the formal counterpart (Adebanji 

et al., 2017; Ogunsade & Obembe, 2016). Hofstede (2001) stated that entrepreneurial activities are 

affected by immediate environments and social beliefs. Regarding business operation processes, 
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entrepreneurs would engage in formal businesses within social contexts. Therefore, the individuals 

would gain business operation knowledge within the formal economy (Mukorera, 2019). Some of the 

entrepreneurs would gradually alter their perceptions of formal businesses and transition to the formal 

economy. Following Webb et al. (2013), people who prefer codified laws are more inclined towards 

formal entrepreneurship.  

Social capital involving family, friends, customers, and suppliers significantly impacts 

knowledge dissemination in the formal economy (Sengupta, 2010). Based on Tassin (2014), 

entrepreneurs retained informal business operations following the lack of familiarity with formal 

entrepreneurship. Fallah (2014) contended that entrepreneurs who lack formal economy-oriented 

information and subsequent assessments encounter difficulties in transitioning to formal 

entrepreneurship. Thus, the people surrounding entrepreneurs are essential in introducing the 

individuals to the formal economy (Choukir & Hentati, 2013; ILO, 2017; Sandada, 2014). Based on 

the interviews, family, friends, customers, and suppliers significantly catalysed informal 

entrepreneurs’ transition to the formal economy.  

 

4.5.2.1 FAMILY AND FRIENDS 

Based on the interviews, some respondents mentioned that family and peer influence encouraged their 

transition to the formal economy. The finding corresponded to Webb et al (2013) where family and 

friends highly influence entrepreneurs’ decision-making processes. Arregle et al. (2013) explained that 

family members and friends are inextricably linked to entrepreneurs who are easily influenced by 

external beliefs and norms. Moreover, the support and advice from family and friends are significant 

in encouraging informal entrepreneurs’ transition to the formal economy (Xheneti, Madden & Karki, 

2017). For example, entrepreneurs would consult the nearest individual for advice and sufficient 

capital in transitioning to formal entrepreneurship (Karki & Xheneti, 2018; Williams, Shahid & 

Martínez, 2016).  

Hillenkamp, Lapeyre and Lemaître (2013) asserted that entrepreneurs’ commitment towards 

the family, such as improving life qualities also motivate business formalisation and expansion within 

the formal economy. Based on the interviews, informal entrepreneurs with family and friends engaged 

in the formal economy would be determined to follow suit. Such family and friends functioned as a 

medium to share information and guide informal entrepreneurs towards business formalisation 

(Sengupta, 2010). Respondents 5, 6, and 10 shared their experiences of family members and friends 

who encouraged their transition to the formal economy. The individuals responded as follows: 
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I formalised my business because of my family members. My father-in-law is a successful 

entrepreneur. He advised me to start up a proper business than the informal one. He 

encouraged me to gain some experience at his workplace and slowly he wants me to set up my 

own formal business when he thinks I am independent enough to manage a company. I really 

thank him a lot and he is a very important person in guiding me to success (Respondent 5).  

My husband is always supportive when I planned to run a tuition centre...When I recruited a 

lot of students, I asked him how to solve the problem because the limited space in my house 

restricted me from meeting the increasing demand. He suggested to me to rent a shop lot and 

turn into a formal tuition centre. Therefore, he is the one who initiated the idea of operating a 

professional tuition centre…I could also rely on him when going around choosing for the best 

location, applying for a loan to buy the premise, and so on. My husband is a businessperson 

and knows how to do proper business, therefore he is the one responsible to help me set up my 

tuition centre, including renovating the premise into classes and all that…Another support I 

received when opening the tuition centre was from my colleague. They were willing to join me 

and help me to teach other subjects. If they didn’t come as tuition teachers, I would have been 

incapable of teaching every subject on my own. Therefore, they are also important for me in 

starting up my tuition centre successfully (Respondent 6).  

During the transition process, my brother did help me a lot... Initially, I could not relate the 

differences in doing business informally or formally. Then, my brother explained to me the 

benefits and disadvantages of doing business informally and doing business formally…He 

sponsored me the capital to rent the warehouse, he also taught me how to recruit workers... I 

did not know how to register the business, and he was the one who helped me with registration 

application and submission, filling in the forms, and completing the registration on my behalf 

(Respondent 10). 

 

4.5.2.2 SUPPLIERS AND CUSTOMERS 

Based on current literature, suppliers and customers essentially catalyse informal entrepreneurs’ 

transition to formal businesses (Williams, Shahid & Martínez, 2016; Tassin, 2014). In Tassin (2014), 

formalisation provides businesses with identity and elevates customers’ and suppliers’ confidence 

when engaging with entrepreneurs. Suppliers and customers prioritise business trust in transactions. 

Such trust could be established from business reputations, proper business bank accounts, or the 

business licenses obtained from public authorities. Laeequddin and Sardana (2010) affirmed that the 
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ideal approach to manage and develop sustainable supplier-customer rapport should rely on trust. 

Following the arguments, transitioning into the formal economy enable entrepreneurs to maintain long-

term supplier-customer relationships. Additionally, suppliers’ and customers’ bargaining power are 

considerably significant in catalysing entrepreneurs’ shift to the formal economy (WIEGO, 2019). 

Most suppliers and customers prefer engaging with formal entrepreneurs (Tassin, 2014).  

Apart from trust concerns, suppliers, and customers require proper transition documentation. 

Such documentation is not commonly observed in informal entrepreneurship as informal entrepreneurs 

do not retain adequate transaction records (Adele et al., 2015; Williams, 2007a). Hence, entrepreneurs 

should register their businesses to acquire a legal business name and number for the billing system. A 

systematic billing system is vital for accounting and tax purposes and enables suppliers the 

entrepreneurs to trace recorded transactions (Abiola et al., 2017). Based on the interviews, 

Respondents 3 and 13 mentioned that the suppliers and customers encouraged the transition to the 

formal economy. Respondent 3 indicated trust issues involving formalisation while Respondent 13 

highlighted suppliers’ and customers’ requirements as the key determinants of business formalisation.  

…because my customers are those companies, therefore I have to register myself to get a 

business license so they trust me and allow me do the contracts. When I was a freelancer, I 

could not get these big projects from the company. Therefore, I had to transition to formal 

entrepreneurship in order to get the business license and obtain tender with these companies 

(Respondent 3).  

I registered my business because my suppliers encouraged me to get a business license so it 

would be more convenient for the suppliers to issue invoice and bank in money to us. First, if 

I remained as an informal one, I couldn’t open a current bank account for my business. Usually 

my customers, especially from the government department, will bank in the lump sum once a 

month. Therefore, they need to have our bank account number for online money transfer rather 

than cash term. Secondly, the suppliers need to have our business name and business identity 

number in order to issue invoice, purchase order, and provide receipt to us. If I do not register 

my business, my supplier also will not be happy or the supplier will not likely deal with me, but 

I need their goods and services in order to do my business. Therefore, I had to register my 

business and give my business number to them in order to get continuous supplies from them. 

Such conditions is also another reason why I transition to the formal economy (Respondent 

13).  
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Conclusively, this research revealed the external factors influencing entrepreneurs’ transition 

from the informal economy to the formal counterpart to be rules and regulations and social influences. 

Sufficient deregulations encouraged the transition of informal entrepreneurs to the formal economy 

following the reduction of entry barriers. Strict legal enforcement that detected a high number of 

informal businesses encouraged entrepreneurs’ transition to the formal economy. Specifically, the 

entrepreneurs chose to avoid penalties from local authorities for operating unregistered businesses.  

Some entrepreneurs transitioned to the formal economy for formal institutional protection with 

codified rules and regulations. Entrepreneurs could safeguard themselves and their employees with 

legal guidelines and enjoy social protection upon formalising their businesses. Furthermore, 

entrepreneurs transitioned to the formal economy following social influences: family, friends, 

suppliers, and customers. The support and advice from family and friends also facilitated the transition 

process. Additionally, entrepreneurs formalised their business operations to gain suppliers’ and 

customers’ trust and establish sustainable business relationships.  
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CHAPTER 5: CONCLUSIONS AND IMPLICATIONS 

 

5.1 CHAPTER OVERVIEW 

The previous chapter discussed the research findings following the research questions. This final 

chapter summarises the entire research with theoretical and practical implications. Finally, this chapter 

presents the research limitations and recommendations for future studies.  

 

5.2 SUMMARY OF THE RESEARCH 

This qualitative research aimed to identify the factors influencing entrepreneurs’ operation in the 

informal economy and transition to the formal counterpart. The study data were gathered from informal 

entrepreneurs and entrepreneurs who had already transitioned to the formal economy to determine the 

internal and external motivators influencing entrepreneurs’ engagement in the informal economy and 

transition to the formal economy within Sarawak. 

In line with the study findings, entrepreneurs were intrinsically motivated to operate in the 

informal economy due to self-motivation, necessity-driven factors, and personal constraints. The 

researcher identified the similarity of internal motivations for the local (Sarawakian) informal 

entrepreneurs to operate in informal entrepreneurship. Self-motivation denotes the desire to attain 

autonomy, flexibility, and freedom through informal businesses. Meanwhile, necessity drivers 

involved survival needs: (i) income generation from informal entrepreneurship for sustenance and (ii) 

unemployment factors (retirement, job dissatisfaction, inability to find formal employment, and 

retrenchment). The research findings also demonstrated inadequate personal control, such as limited 

skills and resources in transitioning to the formal economy.  

The external factors motivating entrepreneurs’ retention in the informal economy involved (i) 

rules and regulations, (ii) current opportunities in the informal economy, and (iii) negative social 

influences. The research findings revealed that entrepreneurs were reluctant to comply with rules and 

regulations following specific complications (time and cost-wise). Additionally, entrepreneurs who 

could recognise the opportunities in informal entrepreneurship potentially engaged in the informal 

economy. For example, online platforms provided opportunities for informal entrepreneurs to operate 

their businesses, fulfil customer demands, and flourish in the informal economy. The aforementioned 

motivations corresponded to past research. Notwithstanding, this research presented novel findings on 

the influence of external cultures towards local entrepreneurs’ decision to operate in the informal 
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economy as local cultures differed across other countries. Additionally, social influences involving 

communal cultures, customers, suppliers, family members, and friends functioned as catalysts for 

entrepreneurs’ operation in the informal economy. The novel findings implied the Sarawakian culture 

and local community acceptance of informal entrepreneurship. In other words, the local communities 

in Sarawak acknowledged and engaged in informal entrepreneurship.  

This research also identified the internal motivations of entrepreneurs’ transition from the 

informal economy to the formal counterpart, such as self-actualisation and intolerance of informal 

economy loopholes. Resultantly, entrepreneurs perceived the need to attain self-actualisation in 

transitioning to the formal economy and fulfilling personal and business goals (the desire to own a 

shop and increase business growth). Concerning business growth, entrepreneurs believed that business 

formalisation facilitated access to formal resources wider market bases and business expansion to 

different provinces. Notably, some entrepreneurs were compelled to operate in the formal economy 

following the aversion to informal economy practices: bribery and corruption. The individuals 

disengaged from the informal economy to avoid such illegal practices that constantly interrupted their 

business activities.  

Lastly, entrepreneurs were externally ‘pulled’ by rules and regulations and social influences to 

transition to the formal economy. The findings highlighted the impact of rules and regulations on 

informal entrepreneurs’ transition to formal businesses. Entrepreneurs would formalise businesses to 

avoid informal business operation penalties. Meanwhile, entrepreneurs received protection, such as 

medical claims and compensations with adherence to the relevant laws. Business formalisation proved 

necessary in line with the rules and regulations in business activities: obtaining government tenders, 

accessing financial services, and fulfilling exportation requirements. This research also revealed the 

significance of family members, friends, suppliers, and customers in encouraging entrepreneurs’ 

transition to the formal economy.  

 

5.3 RESEARCH IMPLICATIONS 

This section discusses the research implications originating from the research findings elaborated in 

Chapter Four. The primary study implications are divided into two aspects: theoretical and practical. 

Subsequent discussions of the implications would be outlined in the following sub-sections.  
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5.3.1 THEORETICAL IMPLICATIONS 

Theoretically, this research strived to bridge the literature gap by identifying the internal and external 

factors influencing entrepreneurs’ operation in the informal economy and transition to the formal 

counterpart (Webb et al., 2013; Williams & Nadin, 2012; Williams & Shahid, 206). Past studies were 

mostly performed in foreign countries, such as the UK (Williams, 2009), Africa (Adom & Williams, 

2012), and India (Williams & Gurtoo, 2011) while some counterparts were based in the Malaysian 

Peninsula (Franck, 2012). As no relevant studies have been conducted in Sarawak to the best of the 

researcher’s knowledge, this study pioneered the examination of informal entrepreneurship in 

Sarawak. The findings also contributed knowledge of the motivators influencing local entrepreneurs’ 

operation in the informal economy and transition to the formal counterpart.  

The findings also supported the push and pull theory in entrepreneurship literature. For 

example, the researcher concluded self-motivation, necessity-driven factors, and personal control to 

be the push factors while rules and regulations, informality opportunities, and social influences were 

the pull factors influencing entrepreneurs’ engagement in the informal economy. Moreover, self-

actualisation and entrepreneurs’ intolerance of informality also internally pushed the transition to 

formal businesses. Meanwhile, laws and regulations and social influences implied the external factors 

‘pulling’ informal entrepreneurs into formal entrepreneurship following current literature (Djafar, 

Garba & Mansor, 2013; Giacomin et al., 2011; Kiggundu & Pal, 2018). Overall, the findings supported 

the push and pull theory utilised in this research to justify entrepreneurship determination.  

The empirical findings also offered novel insights into the local cultures that affected 

entrepreneurs’ operation in the informal economy. Social capital proved highly influential in 

determining entrepreneurs’ retention in informal entrepreneurship and transition to the formal 

economy. Resultantly, the local community members’ familiarity with informal business practices 

served as a normative influence in accepting informal enterprise establishments in Sarawak. 

Specifically, the community imitated how other individuals operated informal businesses and 

participated in informal entrepreneurship for relatedness. The situation justified the prevalence of 

informal entrepreneurship in Sarawak. Moreover, positive social influences would affect 

entrepreneurs’ transition from the informal economy to the formal counterpart (Adebanji et al., 2017; 

Ogunsade & Obembe, 2016). Social capital encompassing family, friends, customers, and suppliers 

significantly impacted knowledge-sharing among entrepreneurs in the formal economy (Sengupta, 

2010). The entrepreneurs would then gain knowledge of business operations within the formal 
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economy (Mukorera, 2019). Gradually, some of the entrepreneurs would alter their perceptions of 

formal entrepreneurship and transition to the formal economy. 

 

5.3.2 PRACTICAL IMPLICATIONS 

In line with the research findings, entrepreneurs and government bodies should promote the transition 

of informal entrepreneurs to the formal economy and identify the root causes of informal 

entrepreneurs’ engagement in informal entrepreneurship (intricate rules and regulations). 

Consequently, relevant government agencies could implement novel policies or loosen bureaucracy 

barriers for increased formal economy engagement.  

Entrepreneurs themselves presented practical implications from the shared experiences. This 

research revealed the significance of transition for entrepreneurs, such as business advancement, 

access to formal financial services, and legal protection under formal institutions. The formal economy 

encompassed richer resources and opportunities that could be exploited by entrepreneurs in terms of 

customer base, market opportunities, financial capital, and human resources (Barbosa, Pulido & Ayala, 

2019). Such resources proved substantial for informal entrepreneurs’ transition to formalised and 

successful businesses (Onyima & Nkechi, 2017).  

From governmental perspectives, this research addressed the informal entrepreneurship 

phenomenon in Sarawak to acknowledge their contribution to the state economy. Government bodies 

could holistically address informal entrepreneurship by understanding the factors motivating 

entrepreneurs’ operation in the informal economy and transition to the formal counterpart. Most 

entrepreneurs currently engage in the informal economy due to inadequate skills and resources to 

transition to the formal economy (Onyima & Nkechi, 2017). Hence, the government should provide 

appropriate support structures, such as incentives for informal entrepreneurs to enhance their business 

growth and transition to formal entrepreneurship (Sutter et al., 2017).  

For example, business registration procedures, such as administrative barriers and paperwork could 

be simplified to encourage more informal entrepreneurs and legalise their businesses (Demenet, 

Roubaud & Razafin, 2016). As informal entrepreneurs have incorrectly conceived business 

registrations to be time-consuming and intricate, this research proposed that the government form 

agencies in assisting business registration processes. For example, a publicly accessible website could 

be developed for informal entrepreneurs to register their businesses online (Tassin, 2014).  
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5.4 RESEARCH LIMITATIONS 

This research encountered several limitations. The study is only emphasised Sarawak, thus limiting 

the generalizability of findings. Nevertheless, the findings could prove relevant to other countries, 

specifically developing nations with similar socio-cultural environments. The research sample size 

posed another limitation. For example, this study only selected 15 informal entrepreneurs and 15 

entrepreneurs who had already transitioned to the formal economy. As the sample size might not 

represent the entire population of informal entrepreneurs and entrepreneurs who had already 

transitioned to formal entrepreneurship in Sarawak, larger sample sizes could be provided for enriched 

data (Smith, 2004).  

 

5.5 RECOMMENDATIONS FOR FUTURE STUDIES 

Based on the research limitations, several recommendations were provided for future studies. Firstly, 

this research could be replicated in other Malaysian states and developing countries to improve the 

study credibility and transferability. Future studies could also utilise quantitative approaches to assess 

the research topic, such as the measurement of the factors influencing entrepreneurs’ transition to the 

formal economy. Moreover, future research could increase the sample size for richer data input. 

Ritchie, Lewis and Elam (2003) stated that researchers should perform not more than 50 interviews to 

manage analytical complexities. According to la (2004), big sample sizes generate findings that are 

highly representative of the social phenomenon under study. Thus, future studies could select more 

participants in different business sectors for high research generalisability.  

 

5.6 CONCLUSION 

Overall, this research explored the informal entrepreneurship phenomenon in Sarawak to identify the 

internal and external factors influencing entrepreneurs’ operation in the informal economy and 

transition to the formal counterpart. The research theoretically contributed to relevant study areas with 

additional knowledge in line with past and current literature. Specifically, this research revealed self-

motivation, necessity-driven factors, and personal constraints to be internal factors while laws and 

regulations, current opportunities, and social influences were the external motivators influencing 

entrepreneurs’ engagement in the informal economy. Self-actualisation and intolerance of informal 

practices internally influenced entrepreneurs’ formalisation-oriented decisions. Meanwhile, laws and 
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regulations and social influences implied the external factors influencing entrepreneurs’ transition to 

the formal economy.  

The empirical findings outlined some implications for entrepreneurs and the government. 

Entrepreneurs were encouraged to transition from informal to formal entrepreneurship towards 

business growth, increased formal resources, and legal protection. Such transitions would also 

facilitate the government to implement the digital economy strategy. The research also practically 

contributed to relevant government bodies by recommending holistic policies and support structures 

to increase entrepreneurs’ transition to the formal economy. Summarily, this study addressed the 

research questions and attained the subsequent objectives. 

Although this research generated valuable findings, more studies should be conducted in this 

study area to contribute more knowledge of informal entrepreneurship. Future studies could replicate 

this research in other Malaysian states or developing nations with quantitative research methods to 

confirmthe research findings. Such studies should also incorporate bigger sample sizes and various 

business sectors for a higher representation of informal entrepreneurship and the transition to formal 

entrepreneurship.   



84 
 

 REFERENCES 

 

Abeberese, Ama Baafra, and Ritam Chaurey. 2017. "Formal Sector Incentives and Informality." 

Center for Development Economics and Policy 40. 

https://pdfs.semanticscholar.org/ab54/ea601220d52df6b35c3ed58d5334305e9052.pdf. 

Abiola, Aina Lydia, and Aderibigbe Timilehin Adebayo, and Adigun Damilola Eyitatyo, and 

Oyedokun Godwin Emmanuel. 2017. "Tax Morale and Nigeria's Informal Sector." Journal of 

Taxation and Economic Development 16 (2): 116-133. 

https://www.researchgate.net/publication/331062648_TAX_MORALE_AND_NIGERIA'S_I

NFORMAL_SECTOR. 

Abuhashesh, Mohammad Yousef. 2014. "Integration of Social Media in Business." International 

Journal of Business and Social Science 5 (8): 202-209. 

https://ijbssnet.com/journals/Vol_5_No_8_July_2014/20.pdf. 

Acs, Zoltan, and Nicola Virgill. 2010. "Entrepreneurship in Developing Countries." Foundations and 

Trends in Entrepreneurship 6 (1): 485-515. https://doi.org/10.1007/978-1-4419-1191-9_18. 

Adams, Pamela, and Patrick Burd. 2019. “Classic Soccer Shoes: From An Informal To A Formal 

Business Start-Up.” The International Journal of Entrepreneurship and Innovation 20 (3): 220-

226. https://doi.org/10.1177%2F1465750319842531. 

Adebanji, William, and Oluwole Iyiola, and Olaleke Oluseye Ogunnaike, and Stephen Ayodotun 

Ibidunni, and Oluwaseun Akinde, and Idowu Olubodun. 2017. “ Empirical Assessment of 

Social Motivation and Performance of Informal Entreprrneuers in Computer Village, Lagos 

State.” Economica 13 (5): 26-47. http://journals.univ-

danubius.ro/index.php/oeconomica/article/view/4167/4413. 

Adele, Hasimiyu Ademola, and Jonathan Akintunde Oyedokun, and Jonathan Oyerinde Adewoye, and 

Yakibi Ayodele Afolabi. 2015. "An Examination of Factors Motivating Informal 

Entrepreneurship in Ibadan, South West Nigeria." European Journal of Business and 

Management 7 (24): 18-30. 

http://www.iiste.org/Journals/index.php/EJBM/article/view/25078/25682. 

Adler, Patricia, and Peter Adler. 1987. Membership Roles in Field Research. CA: Sage Publications. 

Adom, Kwame. 2016a. "Formalisation of Entrepreneurship in the Informal Economy in Sub Saharan 

Africa (Ssa) and the Role of Formal Institutions: An Analysis of Ghana’s Experience." The 

Informal Eoncomyin Global Perspective. https://doi.org/10.1007/978-3-319-40931-3_15. 

Adom, Kwame. 2016b. “Tackling Informal Entrepreneurship in Ghana: A Critical Analysis of the 

Dualist/Modernist Policy Approach, Some Evidence from Accra.” International Journal of 



85 
 

Entrepreneurship and Small Business 28 (2/3): 216-233. 

https://doi.org/10.1504/IJESB.2016.076640. 

Adom, Kwame, and Colin Williams. 2012. "Evaluating the Motives of Informal Entrepreneurs in 

Koforidua, Ghana." Journal of Developmental Entrepreneurship 17 (1): 1-17. 

https://doi.org/10.1142/S1084946712500057. 

Alderfer, Clayton P. 1969. “An Empricial Test of A New Theory of Human Needs.” Organizational 

Behaviour and Human Performance 4 (2): 142-175. https://doi.org/10.1016%2F0030-

5073%2869%2990004-X. 

Al Mamun, Abdullah, and Perasna AP Subramaniam, and Noorshella Che Nawi, and Norr Raihani 

Binti Zainol. 2016. “Entrepreneurial Competencies and Micro-Enterprise Performance: A 

Study Among Informal Micro-Enterprise in Malaysia. Mediterranean Journal Of Social 

Sciences 7 (3): 273-281. http://dx.doi.org/10.5901/mjss.2016.v7n3p273.  

Al‐Mataani, Rashid, and Thomas Wainwright, and Pelin Demirel. 2017. "Hidden Entrepreneurs: 

Informal Practices within the Formal Economy." European Management Review 14 (4): 361-

376. https://doi.org/10.1111/emre.12115. 

Alias. 2015. Economic Research: The State of Sarawak. Malaysia Rating Corporation Berhad. 

https://www.marc.com.my/index.php/economic-research/country-reports/country-reports-

2015/757-the-state-of-sarawak-18-august-2015/file. 

Amit, Raphael, and Eitan Muller. 1995. "“Push” and “Pull” Entrepreneurship." Journal of Small 

Business & Entrepreneurship 12 (4): 64-80. 

https://doi.org/10.1080/08276331.1995.10600505. 

Amuedo‐Dorantes, Catalina. 2004. "Determinants and Poverty Implications of Informal Sector Work 

in Chile *." Economic Development and Cultural Change 52 (2): 347-368. 

https://doi.org/10.1086/380926. 

Arregle, Jean-Luc, and Bat Batjargal, and Michael A Hitt, and Justin Webb. 2013. “Family Ties in 

Entreprenuers’ Social Networks and New Venture Growth.” Entrepreneurship Theory and 

Practice 39 (2): 313-344. http://dx.doi.org/10.1111/etap.12044. 

Aronson, Elliot, and Timothy D. Wilson, and Robin M. Akert. 2005. Social Psychology. 7th ed. Upper 

Saddle River, NJ: Pearson.  

Assenova, Valentina, and Olav Sorenson. 2017. "Legitimacy and the Benefits of Firm Formalization." 

Organization Science 28 (5): 804-818. https://doi.org/10.1287/orsc.2017.1146. 

Avirgan, Tony, and Sarah Gammage, and Josh Bivens. 2005. Good Jobs, Bad Jobs, No Joobs: Labor 

Markets and Informal Work In Egypt, Slavador, India, Russia, and South Africa. Economic 

Policy Institute.  



86 
 

Baharudin, Nazaria, and Manisah Othman, and Pazlina Waty Che Pah, and Dipa Chellamuthu, and 

Rabiah Musa. 2011. "Informal Employment in Informal Sector Enterprises in Malaysia." 

Journal of Department of Statistic Malaysia 2: 33-45. 

https://www.dosm.gov.my/v1/index.php?r=column/cpublication&menu_id=clNTZGd4Zm1V

VGRxWFc0SGdKbGNDUT09. 

Baicu, Corneliu-Sorin, and Luminita-Claudia Corbu. 2016. "Economic Freedom - a Vector of 

Transition from the Informal to the Formal Economy." CES Working Papers (1): 20-32. 

https://www.econstor.eu/handle/10419/198441. 

Bakhshoodeh, Mohamad. 2017. “Is Positive Income Elasticity of Demand Really Associated With 

Nomal Goods? Revisiting the Slutsky Equation and Net Benfit Ratio.”International Journal of 

Business and Development Studies 9 (2) : 71-84. 

https://www.researchgate.net/publication/323627918_Is_positive_income_elasticity_of_dem

and_really_associated_with_normal_goods_revisiting_the_Slutsky_equation_and_net_benefi

t_ratio. 

Barbosa, Diana Escandon, and David Urbano Pulido, and Andrea Hurtado Ayala. 2019. "Exploring 

the Relationship between Formal and Informal Institutions, Social Capital, and Entrepreneurial 

Activity in Developing and Developed Countries." Sustainability 11 (550): 1-20. 

http://dx.doi.org/10.3390/su11020550. 

Bashir, Muhammad, and Afzal Muhammad Tanveer, and Muhammad Azeem. 2008. “Reliability and 

Validity of Qualitative and Operational Research Paradigm.” Pakistan Journal of Statistics and 

Operation Research 4 (1): 35-45. https://doi.org/10.18187/pjsor.v4i1.59. 

Bazeley, Patricia, and Kristi Jackson. (2013). Qualitative Data Analysis with NVivo. 2nd ed. London: 

SAGE. https://doi:10.1080/ 14780887.2014.992750. 

Belda, Paz Rico, and Bernardi Cabrer – Borras. 2018. Survival Of Entrepreneurship In Spain 51 (1): 

265-278. 

https://econpapers.repec.org/scripts/redir.pf?u=https%3A%2F%2Fdoi.org%2F10.1007%252F

s11187-017-9923-1;h=repec:kap:sbusec:v:51:y:2018:i:1:d:10.1007_s11187-017-9923-1. 

Bernama. 2018. "Epf Urges Housewives, Informal Workers to Be Members." New Straits Times2018. 

https://www.nst.com.my/news/nation/2018/08/399278/epf-urges-housewives-informal-

workers-be-members. 

Berrou, Jean-Philippe, and Thomas Eekhout. 2019. “Informal Businesses and Digital Technology in 

Sub-Saharan Africa Uses and Value.” Research In Economic and Social Sciences, January, 

2019. 

https://www.researchgate.net/publication/330740802_Informal_businesses_and_digital_techn



87 
 

ology_in_Sub-Saharan_Africa_Uses_and_Value_-

_A_newsletter_about_research_in_economic_and_social_sciences_-_Orange_Labs. 

Birt, Linda, and Suzanne Scott, and Debbie Cavers, and Christine Campbell, and Fiona Walter. 2016. 

"Member Checking: A Tool to Enhance Trustworthiness or Merely a Nod to Validation?" 

Qualitative Health Research 26 (13): 1802-1811. https://doi.org/10.1177/1049732316654870. 

Blades, Derek, and Francisco Ferreira, and Maria A. N. A. Lugo. 2011. "The Informal Economy in 

Developing Countries: An Introduction." The Review of Income and Wealth 57 (1): S1-S7 

https://doi.org/10.1111/j.1475-4991.2011.00457.x. 

Boettke, Peter, and Christopher Coyne. 2009. “Context Matters: Institutions and Entrepreneurship.” 

Foundations and Trends In Entrepreneuurship 5 (3):136-196. 

https://doi.org/10.1561/0300000018. 

Bögenhold, Dieter, and Udo Staber. 1991. "The Decline and Rise of Self-Employment." Work 

Employment & Society 5 (2): 223-239. https://doi.org/10.1177/0950017091005002005. 

Bonnet, François, and Sudhir Alladi Venkatesh. 2016. Poverty and Informal Economie.: Oxford 

University Press. 

Boyatzis, Richard Eleftherios. 1998. Transforming Qualitative Information : Thematic Analysis and 

Code Development. Thousand Oaks, CA : Sage Publications. 

Boyce, Carolyn, and Palena. Neale. 2006. Conducting in-Depth Interviews: A Guide for Designing 

and Conducting in-Depth Interviews for Evaluation Input. Pathfinder International. 

https://donate.pathfinder.org/site/DocServer/m_e_tool_series_indepth_interviews.pdf;jsessio

nid=00000000.app272b?NONCE_TOKEN=B1A117CE810A446CF9E837F42A7283A7. 

Braun, Virginia, and Victoria Clarke. 2006. “Using Thematic Analysis in Psychology.” Qualitative 

Research in Psychology 3 (2): 77-101. https://doi.org/10.1191/1478088706qp063oa. 

Brinkmann, Svend. 2013. Qualitative Interviewing Svend Brinkmann: New York : Oxford University 

Press. 

Brown, Donald, and Gordon McGranahan. 2016. "The Urban Informal Economy, Local Inclusion and 

Achieving a Global Green Transformation." Habitat International 53: 97-105. 

https://doi.org/https://doi.org/10.1016/j.habitatint.2015.11.002. 

Brown, John Seely, and Paul Duguid. 2000. The Social Life of Information. Cambridge: Harvard 

Business School Press. 

Brockhaus, Robert. 2000. Risk Taking Propensity of Entrepreneurs. The Academy of Management 

Journal 23 (3): 509-520. http://dx.doi.org/10.2307/255515. 



88 
 

Bruhn, Miriam, and David McKenzie. 2014. "Entry Regulation and the Formalization of 

Microenterprises in Developing Countries." The World Bank Research Observer 29 (2): 186. 

https://doi.org/10.1093/wbro/lku002. 

Bryman, Alan. 2016. Social Research Methods. 5th ed. Oxford : Oxford University Press. 

Bureau, Sylvain, and Jacqueline Fendt. 2011. "Entrepreneurship in the Informal Economy: Why It 

Matters." The International Journal of Entrepreneurship and Innovation 12 (2): 85-94. 

https://doi.org/10.5367/ijei.2011.0026. 

Buttner, Holly, and Dorothy P. Moore. 1997. "Women's Organizational Exodus to Entrepreneurship: 

Self-Reported Motivations and Correlates with Success." Journal of Small Business 

Management 35 (1): 34-46. https://www.semanticscholar.org/paper/Women%27s-

Organizational-Exodus-to-Entrepreneurship%3A-Buttner-

Moore/4e6e1f10ed04e3abc60cdaa000a1074516d00202. 

Carter, Nancy, and Denise Bryant-Lukosius, and Alba Dicenso, and Jennifer Blythe, and Alan Neville. 

2014. "The Use of Triangulation in Qualitative Research." Oncology Nursing Forum 41 (5): 

545-547. https://doi.org/10.1188/14.onf.545-547. 

Charmes, Jacques. 2012. "The Informal Economy Worldwide: Trends and Characteristics." Margin 6 

(2): 103-132. https://doi.org/10.1177/097380101200600202. 

Chepurenko, Alexander. 2018. "Small Family Business in Russia: Formal or Informal?" International 

Journal of Sociology and Social Policy 38 (9/10): 809-822. https://doi.org/doi:10.1108/IJSSP-

04-2017-0046. 

Cheung. 2014. “Are We Seeing ‘Necessity’ or ‘Opportunity’ Entreprenuers at Large?” Research in 

Business and Economics Journal 9:1-26. https://www.aabri.com/manuscripts/131763.pdf. 

Ching, Ser Pei. 2013. "Determinants of Tax Non-Compliance in Malaysia." Faculty of Accountancy 

and Management University Tunku Abdul Rahman. http://eprints.utar.edu.my/1085/1/BA-

2013-0902338.pdf. 

Choukir, Jamel, and Mouna Hentati. 2013. "Entrepreneurship Motivation: Tunisian Case." American 

Journal of Industrial and Business Management 3 (8): 746-753. 

https://doi.org/10.4236/ajibm.2013.38085. 

Creswell, John W. 2014. Research Design: Qualitative, Quantitative, and Mixed Methods Approaches. 

4th ed. Thousand Oaks, CA: SAGE.  

Creswell, John W. 2018. Qualitative Inquiry & Research Design : Choosing among Five Approaches 

4th ed. Thousand Oaks, CA: SAGE. 



89 
 

Cross, John C. 2000. “Street Vendors, Modernity and Postmodernity: Conflict and Compromise In 

The Global Economy.” International Journal of Sociology and Social Policy 20 (1): 29-51. 

https://www.emerald.com/insight/content/doi/10.1108/01443330010789061/full/html. 

Dass, Anthony. 2018. "Digital Technology Formalises Informality." The Star 2018. 

https://www.thestar.com.my/business/business-news/2018/10/01/digital-technology-

formalises-informality/. 

Dau, Luis Alfonso, and Alvaro Cuervo-Cazurra. 2014. “To Formalize or Not to Formalize: 

Entrepreneurship and Pro-Market Institutions.” Journal of Business Venturing 29 (5): 668-686. 

http://dx.doi.org/10.1016/j.jbusvent.2014.05.002. 

Davies, Deirdre, and Jennifer Dodd. 2002. “Qualitative Research and the Question of Rigor.” Qual 

Health Res 12 (2): 279-289. https://doi.org/10.1177/104973202129119793. 

Davies, Rob, and James Thurlow. 2009. 'Formal–Informal Economy Linkages and Unemployment in 

South Africa.' edited by Development Strategy and Governance Division: International Food 

Policy Research Institute. 

Dawson, Christopher, and Andrew Henley. 2012. "Push" Versus "Pull" Entrepreneurship: An 

Ambiguous Distinction?” International Journal of Entrepreneurial Behavior and Research 18 

(6):697-719. https://doi.org/10.1108/13552551211268139. 

De Beer, Jeremy, Kun Fu, and Sacha Wunsch. 2013. "The Informal Economy, Innovation and 

Intellectual Property – Concepts, Metrics and Policy Considerations." 

https://doi.org/10.13140/RG.2.1.2993.9681. 

De Soto, Hernando 1989. The Other Path : The Invisible Revolution in the Third World. New York: 

Harper & Row. 

Demenet, Axel, and Francois Roubaud, and Mireille Razafin. 2016. "Do Informal Businesses Gain 

from Registration and How? Panel Data Evidence from Vietnam." World Development 84: 

326-341. https://doi.org/http://dx.doi.org/10.1016/j.worlddev.2015.09.002. 

Denzin, Norman K., and Yvonna S. Lincoln. 2018. The Sage Handbook of Qualitative Research. 5th 

ed. Thousand Oaks, CA: SAGE. 

Department of Statistic. 2011. "Sarawak Population and Housing Census 2010." Department of 

Statistic Malaysia. https://www.sarawak.gov.my/web/home/article_view/240/175/. 

Department of Statistic. 2016. "Economic Census 2016, Profile of Small and Medium Enterprises." 

Department of Statistic Malaysia. 

https://www.dosm.gov.my/v1/index.php?r=column/cone&menu_id=dU1SUTBsWDExM1A2

YnJZZE95cVhGQT09. 



90 
 

Department of Statistic. 2018. “Small and Medium Enterprises (Smes) Performance 2017.” 

Department of Statistic Malaysia. 

https://www.dosm.gov.my/v1/index.php?r=column/pdfPrev&id=cEI0bklpZHJaTlhRNDB3d2

ozbnFIUT09. 

Department of Statistic. 2017. "Informality and Informal Employment in Malaysia." In National 

Economic Outlook Conference 2018-2019, Hotel Continental, Kuala Lumpur, 21 November 

2017, 2017: National Economic Outlook Conference. 

https://www.mier.org.my/presentations/archives/pdf. 

Dibben, Pauline, and Geoffrey Wood, and Colin C. Williams. 2015. "Pressures Towards and against 

Formalization: Regulation and Informal Employment in Mozambique." International Labour 

Review 154 (3): 373-392. https://doi.org/10.1111/j.1564-913X.2014.00014.x. 

Dickerson, Claire Moore. 2011. "Informal-Sector Entrepreneurs, Development and Formal Law: A 

Functional Understanding of Business Law." The American Journal of Comparative Law 59 

(1): 179-226. https://doi.org/10.5131/AJCL.2010.0011. 

Din, Badariah Haji. 2016. "Estimating the Determinants of Shadow Economy in Malaysia." Geografia 

Online Malaysian Journal of Society and Space 12 (5): 191-201. 

http://ejournal.ukm.my/gmjss/article/viewFile/18008/5615. 

Djafar, Fariastuti, and Abubakar S. Garba, and Shazali Abu Mansor. 2013. "Evidence of Opportunity 

and Necessity Driven Entrepreneurship in Nigeria." Journal of Entrepreneurship, Management 

and Innovation 9 (3): 57-78. https://doi.org/10.7341/2013934. 

Doorn, Judith. 2018. 'Ilo Approach to Transition to Formality (R204): Formalising Enterprises and 

Their Workers.' International Labour Organisation. 

https://www.ilo.org/manila/eventsandmeetings/WCMS_634911/lang--en/index.htm. 

Drnovsek, Mateja, and Joakim Wincent, and Melissa Cardon. 2010. "Entrepreneurial Self-Efficacy 

and Business Start-Up: Developing a Multi-Dimensional Definition." International Journal of 

Entrepreneurial Behaviour & Research 16 (4): 329-348. 

https://doi.org/10.1108/13552551011054516. 

Duarte, Pablo. 2014. “The Relationship between Gdp and the Size of the Informal Economy: Empirical 

Evidence for Spain.” https://www.econstor.eu/bitstream/10419/93062/1/779354133.pdf. 

Dzansi, Dennis Yao, and Rolline N. Tasssin. 2014. "Understanding the Transition from Informal to 

Formal Business: A Conceptual Framework." Mediterranean Journal of Social Sciences 5 (20): 

664-670. https://doi.org/10.5901/mjss.2014.v5n20p664. 

Edwards, Rosalind, and Janet Holland. 2013. What Is Qualitative Interviewing? London : Bloomsbury. 



91 
 

Efendic, Nirha, and Edin Pasovic, and Adnan S. Efendic. 2018. “Understanding the Informal Economy 

In Practice- Evidence from Bosnia and Herzegovina.” Financial Internet Quarterly 14(4): 77-

89. http://dx.doi.org/10.2478/fiqf-2018-0029. 

El-Masri, Maher. 2017. "Probability Sampling." The Canadian Nurse 113 (2): 26. https://doi: 

10.1177/0898264306291420. 

Etikan, Ilker. 2016. “Comparison of Convenience Sampling and Purposive Sampling.” American 

Journal of Theoretical and Applied Statistics 5(1): 1-4. 

http://dx.doi.org/10.11648/j.ajtas.20160501.11 

European Commission. 2007. Communication from the Commission to the European Parliament, the 

Council, the European Economic and Social Committee and the Committee of the Regions. 

https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2007:0242:FIN:EN:PDF. 

Evans, Melvyn, Stephen Syrett, and Colin C. Williams. 2006. The Informal Economy and Deprived 

Neighbourhoods:A Systematic Review. London: Office of the Deputy Prime Minister. 

Fairchild, Richard. 2011. Entrepreneurship : Motivation, Performance, and Risk. New York : Nova 

Science Publishers. 

Fallah, Belal. 2014. “The Pros and Cons of Formalizing Informal Mses In The Palestinian 

Economy.”Economic Research. https://erf.org.eg/app/uploads/2015/12/893.pdf. 

Fapohunda, Tinuke. 2013. “Reducing Unemployment through the Informal Sector in Nigeria.” Journal 

of Management Sciences 1 (7): 232-244. 

https://econpapers.repec.org/scripts/redir.pf?u=http%3A%2F%2Frassweb.org%2Fadmin%2F

pages%2FResearchPapers%2FPaper2_1497126099.pdf;h=repec:rss:jnljms:v1i7p2. 

Farazi, Subika. 2013. Informal Firms and Financial Inclusion: Status and Determinants. The World 

Bank. http://siteresources.worldbank.org/EXTGLOBALFINREPORT/Resources/8816096-

1361888425203/9062080-1364927957721/9115725-1384205223659/Informal_Firms.pdf. 

Farrell, Diana. 2004. The Hidden Dangers of the Informal Economy. The McKinsey Quarterly. 

https://immagic.com/eLibrary/ARCHIVES/GENERAL/MCKNSYUS/M040413F.pdf. 

Finkle, Todd, and Olsen Timothy. 2019. “Entrepreneurship in the Digital Era: Creating Your Own 

Online Business.” Entrepreneurship Education and Pedagogy 2 (2):133-150 

http://dx.doi.org/10.1177/2515127418820680. 

Fisher, Rosemary, and Alex Martiz, and Antonio Lobo. 2014. "Evaluating Entrepreneurs’ Perception 

of Success :Development of a Measurement Scale." International Journal of Entrepreneurial 

Behavior & Research 20 (5): 478-492. 

https://www.researchgate.net/publication/264534163_Evaluating_entrepreneurs'_perceptions

_of_success_development_of_a_measurement_scale. 



92 
 

Fletcher, Eric. 2015.”Interpreting Qualitative Data.” International Journal of Research and Method in 

Education 38 (4): 452-453 https://doi.org/10.1080/1743727X.2015.1066173. 

Floridi, Andrea, and Natascha Wagner. 2016. Beyond Formalization: Towards an Inclusive Approach 

to the Informal Economy. https://includeplatform.net/beyond-formalization-towards-

inclusive-approach-informal-economy/. 

Frank, Robert. 2008. Microeconomics and Behaviour. 7th ed. New York: Mc Graw Hill. 

Franck, Anja. 2012. “Factors Motivating Women ‘s Informal Micro-Entrepreneurship: Experiences 

Form Penang, Malaysia.” International Journal of Gender and Entrepreneurship 4 (1): 65-78. 

https://doi.org/10.1108/17566261211202981. 

Fuentelsaz, Lucio, adn Consuelo González, and Juan P. Maicas. 2019. "Formal Institutions and 

Opportunity Entrepreneurship. The Contingent Role of Informal Institutions." BRQ Business 

Research Quarterly 22 (1): 5-24. https://doi.org/https://doi.org/10.1016/j.brq.2018.06.002. 

Gelderen, Marco, and Paul Jansen. 2006. “Autonomy as a Start-up Motive.” Journal of Small Business 

and Enterprise Development 13 (1): 23-32. https://doi.org/10.1108/14626000610645289. 

Gërxhani, Klarita. 2004. "The Informal Sector in Developed and Less Developed Countries: A 

Literature Survey." Public Choice 120 (3): 267-300. 

https://doi.org/10.1023/B:PUCH.0000044287.88147.5e. 

Giacomin, Olivier, and Frank Janssen, and Jean-Luc Guyot, and Lohest Olivier. 2011. Opportunity 

and/or Necessity Entrepreneurship? The Impact of the Socio-Economic Characteristics of 

Entrepreneurs. https://mpra.ub.uni-muenchen.de/29506/. 

Gillham, Bill. 2000. The Research Interview. London, New York: Continuum. 

Gioia, Dennis, and Kevin Corley, and Aimee Hamilton. 2013. “Seeking Qualitative Rigor in Inductive 

Research.” Organizational Research Methods 16 (1): 15-31. 

https://doi.org/10.1177/1094428112452151. 

Grybniak, Sergey 2017. "The Essence of Push and Pull: Motivation for Entrepreneurs." Thrive Global. 

https://thriveglobal.com/stories/the-essence-of-push-and-pull-motivation-for-entrepreneurs/. 

Guba, Egon, and Yvonna S. Lincoln. 1994. "Competing Paradigms in Qualitative Research." 

Handbook of Qualitative Research., 105-117. Thousand Oaks, CA: Sage Publications. 

Guest, Greg, and Katheleen M. MacQueen, and Emily E. Namey. 2011. Applied Thematic Analysis. 

Los Angeles: Sage Publication. 

Gunhidzirai, Constance, and Pius Tanga. 2017. “Informal Entrepreneurship as a Poverty Alleviation 

Mechanism in Zimbabwe: Challenges and Prospects.” Journal of Economics and Behavioral 

Studies 9 (4): 132-143. https://doi.org/10.22610/jebs.v9i4.1828. 



93 
 

Gurtoo, Anjula, and Colin C. Williams. 2009. "Entrepreneurship and the Informal Sector: Some 

Lessons from India." The International Journal of Entrepreneurship and Innovation 10 (1): 

55-62. https://doi.org/10.5367/000000009787414280. 

Hallam, Cory, and Gianluca Zanella. 2017. "Informal Entrepreneurship and Past Experience in an 

Emerging Economy." The Journal of Entrepreneurship 26 (2): 163-175. 

https://doi.org/10.1177/0971355717708843. 

Halvarsson, Daniel, and Martin Korpi, and Karl Wennberd. 2018 . “Entrepreneurship and Income 

Inequality”. Journal of Economic Behavior and Organization 45: 275-293. 

https://econpapers.repec.org/scripts/redir.pf?u=https%3A%2F%2Fdoi.org%2F10.1016%252F

j.jebo.2017.11.003;h=repec:eee:jeborg:v:145:y:2018:i:c:p:275-293. 

Harms, Rainer, and Florian Luck, and Sascha Kraus, and Steven Walsh. 2014. "On the Motivational 

Drivers of Gray Entrepreneurship: An Exploratory Study." Technological Forecasting and 

Social Change 89: 358-365. https://doi.org/https://doi.org/10.1016/j.techfore.2014.08.001. 

Hart, Keith. 1973. "Informal Income Opportunities and Urban Employment in Ghana." The Journal of 

Modern African Studies. 11 (1): 61-89. https://doi.org/10.1017/S0022278X00008089. 

Hartati, Sri, and Ria Juwita, and Edwin Karim, and Kartib Bayu. 2015. "Structuring Models and 

Characteristics of Informal Sector Traders in Indonesia." Journal of Social and Development 

Sciences 6 (1): 24-31. https://ideas.repec.org/a/rnd/arjsds/v6y2015i1p24-31.html. 

Harvey, Lou. 2015. "Beyond Member-Checking: A Dialogic Approach to the Research Interview." 

International Journal of Research & Method in Education 38 (1): 23-38. 

https://doi.org/10.1080/1743727X.2014.914487. 

Henning, Sanchen, and Kabira Akoob. 2017. "Motivational Factor Affecting Informal Women 

Entrepreneurs in North-West Province." Southern African Journal of Entrepreneurship and 

Small Business Management 9 (1): 91. https://doi.org/https://doi.org/10.4102/sajesbm.v9i1.91. 

Herron, Lanny, and Harry J. Sapienza. 1992. “The Entreprenuer and The Initiation of New Venture 

Launch Activities.” Entrepreneurship Theory and Practice 17 (1): 49-55. 

https://doi.org/10.1177%2F104225879201700106. 

Hillenkamp, Isabelle, and Frédéric Lapeyre, and Andreia Lemaître. 2013. Securing Livelihoods: 

Informal Economy Practices and Institutions. Oxford. 

https://doi.org/10.1093/acprof:oso/9780199687015.001.0001. 

Hofstede, Geert. 2001. Culture’s Consequences: Comparing Values, Behaviors, Institutions and 

Organizations Across Nations. Thousand Oaks, CA: Sage Publications.  



94 
 

Hughes, Karen. 2006. "Exploring Motivation and Success among Canadian Women Entrepreneurs." 

Journal of Small Business and Entrepreneurship 19 (2): 107-120. 

https://doi.org/10.1080/08276331.2006.10593362. 

Hurst, Samantha, and Oyedunni S. Arulogun, and Ayowa O. Owolabi, and Rufus Akinyemi, Ezinne 

Uvere, and Stephanie Warth, and Bruce Ovbiagele. 2015. "Pretesting Qualitative Data 

Collection Procedures to Facilitate Methodological Adherence and Team Building in Nigeria." 

International Journal of Qualitative Methods 14: 53-64. 

https://www.ncbi.nlm.nih.gov/pubmed/25866494 

Idris, Nor Aini Haji, and Chamhuri Siwar. 2003. Kemiskinan Bandar Dan Sektor Tidak Formal Di 

Malaysia. Bangi: Penerbit University Kebangsaan Malaysia. 

Igwenagu, Chinelo. 2016. Fundamentals of Research Methodology and Data Collection. Moldova: 

Lambert Academic Publishing.  

ILO. 1972. Employment, Income and Equality: A Strategy for Increasing Productive Employment in 

Kenya. Geneva. 

ILO. 2002. Decent Work and the Informal Economy. Geneva: International Labour Office. 

https://www.ilo.org/public/english/standards/relm/ilc/ilc90/pdf/rep-vi.pdf. 

ILO. 2007. The Informal Economy: Enabling Transition to Formalization. Geneva: International 

Labour Office. https://www.ilo.org/safework/info/publications/WCMS_110324/lang--

en/index.htm. 

ILO. 2014. Promoting Transition Towards Formalization: Selected Good Practices in Four Sectors. 

https://www.ilo.org/newdelhi/whatwedo/publications/WCMS_344607/lang--en/index.htm. 

ILO. 2015a. "R204 - Transition from the Informal to the Formal Economy Recommendation, 2015 

(No. 204)." 

https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_COD

E:R204. 

ILO. 2015b. 'Transition from the Informal to the Formal Economy Recommendation, R204.' 

https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_COD

E:R204. 

ILO. 2016. "Role of Finance in Driving Formalization of Informal Enterprises." In Thematic Policy 

Brief - Enterprise Formalization. Switzerland: International Labor Organization. 

ILO. 2017. Enterprise Formalization. Edited by International Labour Organisation, EESE. 

https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/---

ifp_seed/documents/publication/wcms_245359.pdf. 

https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_CODE:R204
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_CODE:R204


95 
 

ILO. 2018. Women and Men in the Informal Economy: A Statistical Picture. Geneva. 

https://www.ilo.org/wcmsp5/groups/public/---dgreports/---

dcomm/documents/publication/wcms_626831.pdf. 

International Finance Corporation. 2013. Closing the Credit Gap for Formal and Informal Micro, 

Small, and Medium Enterprises. 

https://www.indexinsuranceforum.org/sites/default/files/Closing%2Bthe%2BCredit%2BGap

%2BReport-FinalLatest.pdf. 

International Labour Organisation. 2002. Decent Work and the Informal Economy. 

https://www.ilo.org/public/english/standards/relm/ilc/ilc90/pdf/rep-vi.pdf. 

Islam, Aminul, and Mohammad Aktaruzzaman Khan, and Abu Zafar Muhammad Obaidullah, and 

Mohammad Syed Alam. 2011. "Effect of Entrepreneur and Firm Characterisitcs on the 

Business Success of Small and Medium Enterprises (SMES) in Bangladesh." International 

Journal of Business and Managment 6 (3): 289-299. http://dx.doi.org/10.5539/ijbm.v6n3p289. 

James, Alm, and Marinez Vazques Jorge. 2019. Tax Evasion, the Informal Sector, and Tax Morale in 

Lac Countries. 

https://www.researchgate.net/publication/46455679_Tax_Morale_and_Tax_Evasion_in_Lati

n_America. 

Jolly, Richard. 1973. Third World Employment, Problems and Strategy Harmondsworth:: Penguin 

Education. 

Jootun, Dev, and Gerry McGhee, and Glenn Marland. 2009. Reflexivity: Promoting Rigour in 

Qualitative Research 23 (23): 42-46. https://doi.org/10.7748/ns2009.02.23.23.42.c6800. 

Josephine, Maria, and Parameswaran, Nur Diyana, and Cheong Yee, and Siti Noorahayusolah, Abdul 

Rahman, and Rasheedul Haque. 2018. "Tax Evasion - Black Econoy of India: A Study on the 

Factors Influencing Tax Evasion." Science International (Lahore) 30 (3): 387-392. 

http://www.sci-int.com/pdf/636654569098052868.edited.pdf. 

Joshi, Anuradha, and Wilson Prichard, and Christopher Heady. 2013. "Taxing the Informal Economy: 

Challenges, Possibilities and Remaining Questions." IDS Working Paper 2013. 

https://onlinelibrary.wiley.com/doi/pdf/10.1111/j.2040-0209.2013.00429.x. 

Kacperczyk, Aleksandra. 2013. “Social Influence and Entrepreneurship: The Effect of Uiversity Peers 

on Entrpreneurial Entry.” Organization Sciences 24 (3): 664-683. 

http://dx.doi.org/10.1287/orsc.1120.0773. 

Kamath, Rajalaxmi, and Smita Ramanathan. 2015. "Informal Businesses and Micro-Credit – Evidence 

from Financial Diaries: A study in Ramanagaram, India." IIMB Management Review 27 (3): 

149-158. https://doi.org/https://doi.org/10.1016/j.iimb.2015.05.002. 



96 
 

Kandasivam, Anushia. 2018. "Most Entrepreneurs Start Business out of Opportunity Not Necessity." 

Digital News Asia2018. https://www.digitalnewsasia.com/digital-economy/most-

entrepreneurs-start-businesses-out-opportunity-not-necessity. 

Kanfer, Ruth, and Philip Ackerman. 1989. Motivation and Cognitive Abilities; An Integrative / 

Aptitude – Treatment Interation Approach to Skill Acquisition. 74 (4) 657-690. 

https://psycnet.apa.org/doi/10.1037/0021-9010.74.4.657. 

Karki, Shova Thapa, and Mirela Xheneti. 2018. "Formalizing Women Entrepreneurs in Kathmandu, 

Nepal." International Journal of Sociology and Social Policy 38 (7): 526-541. 

https://doi.org/10.1108/IJSSP-12-2017-0166,. 

Kasim, Mohd Yusof, and Denison Jayasooria. 2001. "Informal Economy, Micro-Finance and Non-

Governmental Organisations in Malaysia." Humanomics 17 (1): 134-140. 

https://doi.org/10.1108/eb018865. 

Kaufman, Patrick J., and Dianne Welsh, and V. Nicholas Bushmarin. 1995. “Locus of Control and 

Entrepreneurship in the Russian Republic.” Entrepreneurship Theory and Practice 20 (1): 43-

56. https://doi.org/10.1177/104225879502000103. 

Kautonen, Teemu, and Simon Down, and Friederike Welter, and Pekka Vainio, and Jenni Palmroos, 

and Kai Althoff, and Susanne Kolb. 2010. ""Involuntary Self-Employment" as a Public Policy 

Issue: A Cross-Country European Review." International Journal of Entrepreneurial 

Behaviour & Research 16 (2): 112-129. https://doi.org/10.1108/13552551011027002. 

Keister, Lisa A. 2005. Entrepreneurship. Boston : Elsevier JAI. 

Keling, William, and Harry Entebang. 2017. "Indigenous Dayak Entrepreneurial Attitude Orientation." 

International Journal of Economic Research 16 (2): 433-446. 

https://www.researchgate.net/publication/329683650_Indigenous_dayak_entrepreneurial_atti

tude_orientation. 

Kerr, Sari Pekkala, and William R. Kerr, and Tina Xu. 2017. Personality Traits of Entrepreneurs: A 

Review of Recent Literature. Harvard Business School. 

https://www.hbs.edu/faculty/Publication%20Files/18-047_b0074a64-5428-479b-8c83-

16f2a0e97eb6.pdf. 

Khan, Tasnim, and Rana Ejaz Ali Khan. 2009. "Urban Informal Sector: How Much Women Are 

Struggling for Family Survival." The Pakistan Development Review 48 (1): 67-95. 

http://www.jstor.org/stable/41260908. 

Khoury, Grace, and Wojdan Farraj, and Suhail Sultan. 2018. "Challenges to the Formalization of 

Palestinian Female-Owned Homebased Businesses." Women Entrepreneurs and The Myth Of 

Underperformance, Edited by Shumaila Yousafzai, Alain Fayolle, Adam Lindgreen, Colette 



97 
 

Henry, Sadat Seed and Shandana Shiekh, 173-191. 

https://doi.org/10.4337/9781786434500.00022. 

Kiggundu, Moses, and Siva P. Pal. 2018. "Structure and Management of Formal and Informal Business 

Activities in Entrepreneurial Family and Small Firms in Africa." Africa Journal of 

Management 4 (3): 347-388. https://doi.org/10.1080/23322373.2018.1517541. 

Killeen, Peter R. 1982. "Incentive Theory: Ii. Models for Choice." Journal of the Experimental 

Analysis of Behavior 38 (2): 217-232. https://doi.org/10.1901/jeab.1982.38-217. 

Kirkwood, Jodyanne. 2009. "Motivational Factors in a Push‐Pull Theory of Entrepreneurship." Gender 

in Management: An International Journal 24 (5): 346-364. 

https://doi.org/doi:10.1108/17542410910968805. 

Knox, Abigail, Hans Bressers, Nthabiseng Mohlakoana, and Jiska De Groot. 2019. "Aspirations to 

Grow: When Micro- and Informal Enterprises in the Street Food Sector Speak for Themselves." 

Journal of Global Entrepreneurship Research 9 (1): 1-24. https://doi.org/10.1186/s40497-019-

0161-7. 

Kor, Yasemin. Y, Joseph T. Mahoney, and Steven C. Michael. 2007. “Resources, Capabilities and 

Entrepreneurial Perceptions.” Journal of Management Studies 44 (7): 1187-1212. 

https://doi.org/10.1111/j.1467-6486.2007.00727.x. 

Kovalainen, Anne. 2018. Qualitative Research in Entrepreneurship. London: SAGE Publications Ltd.  

Krems, Jaimie Arona, and Douglas T. Kenrick, and Rebecca Neel. 2017. “Individual Perceptions of 

Self-Actualization:What Functional Motives Linked to Fulfilling One’s Full 

Potential?”Journal of Personality and Social Psychology 43 (9): 1337-1352. 

https://doi.org/10.1177%2F0146167217713191. 

Kuckertz, Andreas, and Tobias Kollmann, and Patrick Krell, and Christoph Stöckmann. 2017. 

"Understanding, Differentiating, and Measuring Opportunity Recognition and Opportunity 

Exploitation." International Journal of Entrepreneurial Behavior & Research 23 (1): 78-97. 

https://doi.org/10.1108/IJEBR-12-2015-0290. 

Kumi-Kyereme, Antoinette. 2012. "Human Resource Practices in the Informal Sector in Cape Coast, 

Ghana." Journal of Management Research 4 (1): 1-24. 

http://dx.doi.org/10.5296/jmr.v4i1.1160. 

Kumi, Prince Koranteng, and Alice Constance Mensah. 2017. "Informal Entrepreneurship in Ghana: 

An Analysis of Motivational Factors." International Journal of Economics, Commerce and 

Management 5 (9): 225-234. http://ijecm.co.uk/wp-content/uploads/2017/09/5914.pdf. 

Kvale, Steinar. 1996. Interviews an Introduction to Qualitative Research Interviewing: Thousand 

Oaks, CA: SAGE Publications. 



98 
 

Laeequddin, Mohammed, and Sardana. 2010. “What Breaks Trust In Customer Supplier 

Relationship?” Management Decision 48 (3): 353-365. 

http://dx.doi.org/10.1108/00251741011037738. 

La Porta, Rafael, and Andrei Shleifer. 2014. "Informality and Development †." Journal of Economic 

Perspectives 28 (3): 109-126. https://doi.org/10.1257/jep.28.3.109. 

Laguna, Mariola, and Guido Alessandri, and Gian Vittorio Caprara. 2016. "Personal Goal Realisation 

in Entrepreneurs: A Multilevel Analysis of the Role of Affect and Positive Orientation." 

Applied Psychology 65 (3): 587-604. https://doi.org/10.1111/apps.12061. 

Lai, Allison. 2010. "Ssm: Unregistered Businesses Cannot Sell Products Online." TheStarOnline2010. 

https://www.thestar.com.my/news/nation/2016/01/26/ssm-unregistered-businesses-cannot-

sell-products-online/. 

Lancaster, Geoffrey. 2005. Research Methods in Management : A Concise Introduction to Research 

in Management and Business Consultancy. Oxford: Elsevier Butterworth-Heinemann. 

Leal Ordonez, Julio. 2014. “Tax Collection, The Informal Sector, and Productitiy.”Review of 

Economic Dynamic 17 (2): 262-285. https://doi.org/10.1016/j.red.2013.07.004. 

Leech, Nancy, and Anthony J. Onwuegbuzie. 2011. "Beyond Constant Comparison Qualitative Data 

Analysis: Using Nvivo." School Psychology Quarterly 26 (1): 70-84. 

https://doi.org/10.1037/a0022711. 

Legault, Lisa. 2016. Intrinsic and Extrinsic Motivation. Encyclopedia of Personality and Individual 

Differences. https://doi.org/10.1007/978-3-319-28099-8_1139-1. 

Leino, Jessica. 2009. Formal and Informal Microenterprises. Washington. 

http://documents.worldbank.org/curated/en/468601468155705123/Formal-and-informal-

microenterprises. 

Leonard, Madeleine. 1998. Invisible Work, Invisible Workers: The Informal Economy in Europe and 

the Us. London: Palgrave Macmillan. 

Lincoln, Yvonna S., and Egon G. Guba. 1985. Naturalistic Inquiry. Sage Publications. 

Luttikhuizen, Ronal, and Brug Kazemier. 2018. "A Systematic Approach to the Hidde and Informal 

Activities." https://www.oecd.org/sdd/na/2463966.pdf. 

Macko, Anna, and Tadeusz Tyszka. 2009. Entrepreneurship and Risk Taking. Applied Psychology 58 

(3):49-487. https://doi.org/10.1111/j.1464-0597.2009.00402.x. 

Maguire, Moira, and Brid Delahunt. 2017. “ Doing A Thematic Analysis: A Practical , Step-By-Step 

Guide for Learning and Teaching Scholars. Ireland Journal of Higher Education 9 (30). 

https://ojs.aishe.org/index.php/aishe-j/article/view/335. 



99 
 

Maher, Lisa, and George Dertadian. 2018. "Qualitative Research." Addiction 113 (1): 167-172. 

https://doi.org/10.1111/add.13931. 

Malaysia Inland Revenue Board. 2018. "Registration of Income Tax File." HASIL. 

http://www.hasil.gov.my/bt_goindex.php?bt_kump=2&bt_skum=4&bt_posi=1&bt_unit=4&b

t_sequ=1&bt_lgv=2. 

Malaysia Registration of Business Act. 1956. 'Laws of Malaysia Act 197 : Registration of Businesses 

Act 1956.' Percetakan Nasional Malaysia Berhad.  

Maloney, William. 2004. “Informality Revisited.”World Development 32 (7):1159-1178. 

https://doi.org/10.1016/j.worlddev.2004.01.008. 

Manaf, Normaliza, and Ibrahim Kamarulazizi. 2017. “Poverty Reduction for Sustainable 

Development: Malaysia’s Evidence-Based Solutions.” Global Journal of Sciences Studies 3 

(1): 29-42. http://dx.doi.org/10.20448/807.3.1.29.42. 

Marcadent, Philippe. 2018. 'Transition from the Informal to the Formal Economy Concepts, R204 and 

Approaches.' https://www.ilo.org/wcmsp5/groups/public/---asia/---ro-bangkok/---ilo-

manila/documents/presentation/wcms_634910.pdf. 

Maslow, Abraham Harold. 1943. “A Theory of Human Motivation.” Psychological Review 50 (4): 

370-396 https://psycnet.apa.org/doi/10.1037/h0054346. 

May, Tim, and Beth Perry. 2011. Social Research & Reflexivity : Content, Consequences and Context. 

London: SAGE. 

Mazlan. 2018. "How to Start an Online Business in Malaysia." ToughNickel2018. 

https://toughnickel.com/starting-business/How-to-Start-Online-Business-in-Malaysia. 

McClelland, David Clarence. 1987. Human Motivation. Cambridge, England: Cambridge University 

Press. 

McClelland, David Clarence, and Abigail J. Stewart. 1982. Motivation and Society. San Francisco: 

Jossey-Bass. 

McNamara, Carter. 2009. GeneralGuidelines For Conducting Interviews. 

http://managementhelp.org/evaluatn/intrview.htm. 

Medina, Leandro, and Friedrich Schneider. 2018. Shadow Economies around the World: What Did We 

Learn over the Last 20 Years? International Monetary Fund Working Papers. https://doi.org/. 

Mehtap, Salime, Leyla Ozmenekse, and Andrea Caputo. 2019. “I’m a Stay at Home Businesswoman”: 

An Insight into Informal Entrepreneurship in Jordan." Journal of Entrepreneurship in 

Emerging Economies 11 (1): 44-65. https://doi.org/doi:10.1108/JEEE-10-2017-0080. 

Meier, Gerald M., and James E. Rauch. 2005. Leading Issues in Economic Development. New York: 

Oxford University Press. 



100 
 

Merriam, Sharan. 2016. Qualitative Research : A Guide to Design and Implementation. Fourth ed. San 

Francisco: CA Jossey-Bass. 

Mersha, Tigneh, and Ven Sriram, and Melkrist Hailu. 2010. “Nurturing Opportunity Entrepreneurs in 

Africa: Some Lessons from Ethiopia.” Journal for Global Business Advancement 3 (2):155-

175. https://doi.org/10.1504/JGBA.2010.033200. 

Miles, Matthew B., and Michael Huberman. 1994. Qualitative Data Analysis: An Expanded 

Sourcebook. 2nd ed. Sage Publications. 

Ming. 2016. SSM: Undregistered Online Businesses with SSM. 

https://www.thestar.com.my/news/story.asp?file=%2F2010%2F7%2F20%2Fnation%2F2010

0720140310&sec=nation. 

Mohamad, Azhar, and Mohd Hasrol Zakaria, and Zarinah Hamid. 2016 “Cash Economy: Tax Evasion 

Amongst Smes in Malaysia.” Journal of Financial Crime 23 (4): 974-986. 

https://doi.org/10.1108/JFC-05-2015-0025. 

Mohamed, Marliza. 2012. "Estimating the Underground Economy from the Tax Gap: The Case of 

Malaysia." Malaysian Journal of Economic Studies 49 (2): 91-109. 

https://www.researchgate.net/publication/289439315_Estimating_the_Underground_Econom

y_from_the_tax_gap_The_case_of_Malaysia. 

Mohd Aliff Abdul Majid, and Mohhidin Othman, and Siti Fatimah Mohamad, and Sarina Abdul Halim 

Lim, and Aziz Yusof. 2017. "Piloting for Interviews in Qualitative Research: 

Operationalization and Lessons Learnt." International Journal of Academic Research in 

Business and Social Sciences 7 (4): 1073-1080. 

http://hrmars.com/hrmars_papers/Piloting_for_Interviews_in_Qualitative_Research_Operatio

nalization_and_Lessons_Learnt.pdf. 

Mohd Suhaimi, and Nur Hakimah, and Abdullah Al Mamun, and Noor Raihani Zainol, and Noorshella 

Che Nawi, and Yukthamarani Permerupan, and Chinnasamy Agamudai Malarvizhi. 2016. 

"Characteristics of Informal Micro-Entrepreneurs in Malaysia." Mediterranean Journal of 

Social Sciences. https://doi.org/10.5901/mjss.2016.v7n2p128. 

Morgan, Gareth, and Linda Smircich. 1980. "The Case for Qualitative Research." The Academy of 

Management Review 5 (4): 491-500. https://doi.org/10.2307/257453. 

Morris, Jeremy, and Abel Polese. 2014. "Introduction: Informality – Enduring Practices, Entwined 

Livelihoods." The Informal Post-Socialist Economy: Embedded Practices and Livelihoods. 1-

18. London: Routledge. 

Mujeyi, Kingstone, and Wilbert Zvakanyorwa Sadomba. 2018. "Unemployment and Informal 

Entrepreneurship in Zimbabwe: Implications for Regional Integration." In Advances in African 



101 
 

Economic, Social and Political Development, 251-266. 

https://doi.org/https://doi.org/10.1007/978-3-319-92180-8_17. 

Mukorera, Sophia. 2019. “Willingness to Formalize: A Case Study Of The Informal Micro And Small-

Scale Enterprises In Zimbabwe.” Journal of Developmental Entrepreneurship 24 (1): 1-15. 

https://econpapers.repec.org/scripts/redir.pf?u=https%3A%2F%2Fdoi.org%2F10.1142%252F

S1084946719500018;h=repec:wsi:jdexxx:v:24:y:2019:i:01:n:s1084946719500018. 

Murphy, Kristina. 2008. "Enforcing Tax Compliance: To Punish or Persuade?" Economic Analysis 

and Policy 2 (3): 113-35. http://dx.doi.org/10.1016/S0313-5926(08)50009-9. 

Murray, Joanna. 2010. “Qualitative Research Methods”. Principles of Social Psychiatry, 2nd ed. New 

York: John Wiley and Sons. 

Mustapha, Mazlina, and Maitilee Selvaraju. 2015. “Personal Attributes, Family Influences, 

Entrepreneurship Education and Entrepreneurship Inclination Among Univeristy Students.” 

Kajian Malaysia 33:155-172. 

https://www.researchgate.net/publication/295073117_Personal_attributes_family_influences_

entrepreneurship_education_and_entrepreneurship_inclination_among_university_students. 

Muthusamy, Abdullah, and Dr. M. Syed Ibrahim. 2016. "Problems Faced by Informal Workers in 

Different Sectors in India." Indian Journal of Applied Research 6 (4): 37-40. 

https://www.worldwidejournals.com/indian-journal-of-applied-research-

(IJAR)/special_issues_pdf/April_2016_1461058850__12.pdf. 

Naylor, Robert T. 2002. Wages of Crime: Black Markets, Illegal Finance, and the Underworld 

Economy. Ithaca: Cornell University Press. 

Neill, Stern, and Lynn E. Metcalf, and Jonathan L. York. 2017. “Distinguishing Entrepreneurial 

Approaches to Opportunity Perception.” International Journal of Entrepreneurial Behaviour 

and Research 23(2): 296-316. http://dx.doi.org/10.1108/IJEBR-05-2016-0162. 

Neuman, Lawrence. 2014. Social Research Methods : Qualitative and Quantitative Approaches . 7th 

ed. Upper Saddle River, NJ: Person. 

New Straits Times. 2019. "New Policy to Drive Entrepreneurs." New Straits Times2019. 

https://www.nst.com.my/news/nation/2019/07/503403/new-policy-drive-entrepreneurs. 

Nixon, Stewart. 2017. Fostering Inclusive Growth in Malaysia. Paris: OECD Publishing. 

https://doi.org/10.1787/24837aed-en. 

Noy, Chaim. 2008. “Sampling Knowledge: The Hermeneutics of Snowball Sampling In Qualitative 

Research..” International Journal of Social Research Methodology 11 (4): 327-344. 

https://doi.org/10.1080/13645570701401305. 



102 
 

Nowell, Lorelli, and Jill M. Norris, and Deborah E. White, and Nancy J. Moules. 2017. "Thematic 

Analysis: Striving to Meet the Trustworthiness Criteria." International Journal of Qualitative 

Methods 16 (1): 1-13. https://doi.org/10.1177/1609406917733847. 

OECD. 2002. Measuring the Non-Observed Economy : A Handbook, Measuring the Non-Observed 

Economy. Paris : Organisation for Economic Co-operation and Development. 

OECD. 2007. "Removing Barriers to Formalisation." In Promoting Pro-Poor Growth: Policy 

Guidance for Donors. Paris: OECD Publishing. 

https://doi.org/https://doi.org/10.1787/9789264024786-en. 

OECD. 2018. "Enhancing Sme Access to Diversified Financing Instruments." In SME Ministerial 

Conference, Mexico City, 2018: OECD. 

https://www.oecd.org/cfe/smes/ministerial/documents/2018-SME-Ministerial-Conference-

Plenary-Session-2.pdf. 

Ogunsade, Isaac, and Demola Obembe. 2016. "The Influence of Informal Institutions on Informal 

Sector Entrepreneurship: A Study of Nigeria's Hand-Woven Textile Industry." Journal of 

Small Business and Entrepreneurship 28 (6): 413-429. 

https://doi.org/10.1080/08276331.2016.1202093. 

Ojo, Sanya. 2019. The Evolution of Black African Entrepreneurship in the Uk. Hershey: IGI Global. 

Oliver, Debra Parker. 2011. "Rigor in Qualitative Research." Research on Aging 33 (4): 359-360. 

https://doi.org/10.1177/0164027511410022. 

Olomi, Donath, and Goodluck Charles, and Norma Juma. 2018. "An Inclusive Approach to Regulating 

the Second Economy." Journal of Entrepreneurship in Emerging Economies 10 (3): 447-471. 

https://doi.org/10.1108/JEEE-08-2017-0056. 

Olomi, Donath, and Mariam Nchimbi, and Justina Utouh. 2011. “Explaining Business Formalization 

Processes With A Gender Perspective.” The African Journal of Finacne and Management 21 

(2): 1-12. 

https://www.academia.edu/1849568/Explaining_Business_Formalization_Processes_With_a_

Gender_Perspective. 

Onyima, Jude, and Ojiagu Nkechi. 2017. “Digital Technology and Formalization of Informal 

Businesses: A Case of African Traditional Spiritualists.” International Journal of Academic 

Research in Business and Social Sciences 7 (11): 599-609. 

https://doi.org/10.6007/IJARBSS/v7-i11/3501. 

Orb, Angelica, and Eisenhauer, and Dianne Wynaden. 2001. "Ethics in Qualitative Research." Jornal 

of Nursing Scholarship 33 (1): 93-6. http://dx.doi.org/10.1111/j.1547-5069.2001.00093. 



103 
 

Ouédraogo, Idrissa. 2017. “Governance, Corruption, and the Informal Economy.” Modern Economy 8 

(2): 256-271. https://doi.org/10.4236/me.2017.82018. 

Oxenfeldt, Alfred Richard. 1943. New Firms and Free Enterprise. Washington: American Council on 

Public Affairs. 

Ozdemir, Zeynel, and Aysit Tansel. 2015. Determinants of Transitions across Formal/Informal Sectors 

in Egypt. Discussion Paper no 8773, January, 2015. http://ftp.iza.org/dp8773.pdf. 

Palda, Filip. 2001. Tax Evasion and Firm Survival in Competitive Markets. Cheltenham : Edward Elgar 

Publishing Limited. 

Pasquier-Doumer, Laure. 2012. “Intergenerational Transmission of Self-Employed Status in the 

Informal Sector: A Constrained Choice or Better Income Prospects? Evidence from Seven 

West African Coutries.” Journal of African Economies 22 (1): 1-28. 

http://dx.doi.org/10.1093/jae/ejs017. 

Patton, Michael. 1990. Qualitative Evaluation and Research Methods. Thousand Oaks, CA: Sage 

Publications. 

Patton, Michael. 2002. Qualitative Research and Evaluation Methods. 3rd ed. Thousand Oaks, CA : 

Sage Publications. 

Patton, Michael. 2005. "Qualitative Research." Encyclopedia of Statistics in Behavioral Science 3: 

1633-1636. https://doi.org/10.1002/0470013192.bsa514. 

Pejovich, Svetozar. 1999. "The Effects of the Interaction of Formal and Informal Institutions on Social 

Stability and Economic Development." Journal of Markets and Morality 2 (2): 164-181. 

https://www.marketsandmorality.com/index.php/mandm/article/view/624. 

Perry, Chad. 1998. "Processes of a Case Study Methodology for Postgraduate Research in Marketing." 

European Journal of Marketing 32 (9/10): 785-802. 

https://doi.org/doi:10.1108/03090569810232237. 

Pickhardt, Michael, and Aloys Prinz. 2012. Tax Evasion and the Shadow Economy. Cheltenham, U.K. 

Ponsaers, Paul, and Joanna Shapland, and Colin Williams. 2008. “Does the Informal Economy Link 

to Organised Crime?”International Journal of Social Economics 35: 644-650. 

https://doi.org/10.1108/03068290810896262. 

Potsiou, Chryssy. 2014. "Policies for Formalization of Informal Development: Recent Experience 

from Southeastern Europe." Land Use Policy 36: 33-46. 

https://doi.org/https://doi.org/10.1016/j.landusepol.2013.07.010. 

Potter, James W. 1996. An Analysis of Thinking and Research About Qualitative Methods. Routledge. 



104 
 

Pratap, Sangeeta, and Erwan Quintin. 2006. The Informal Sector in Developing Countries: Output, 

Assets and Employment. https://doi.org/10.1093/acprof:oso/9780199548880.003.0018. 

Prelipcean, Gabriela, and Anamaria Bucaciuc, and Corneliu Sorin Baicu. 2016. "Social Economy and 

Informal Economy: Interactions and Effects." Ecoforum 5 (2): 102-108. 

Pryor, Christopher G., and Justin W. Webb. 2013. "Beyond Opportunity Recognition: Toward an 

Integrated Framework to Explain Opportunity Exploitation." Academy of Management 

Proceedings 2013 (1): 16282. https://doi.org/10.5465/ambpp.2013.16282abstract. 

Qu, Sandy, and John Dumay. 2011. "The Qualitative Research Interview." Qualitative Research in 

Accounting & Management 8 (3): 238-264. https://doi.org/10.1108/11766091111162070. 

Raflis, Ahmad, and Che Omar, and Suraiya Ishak. 2016. “The Business Behaviours of Malaysian Food 

Hawkers.” International Business and Managemnet 12 (1): 20-28. 

https://doi.org/10.3968/8198. 

Ram, Monder, and Paul Edwards, and Trevor Jones, and Maria Villares-Varela. 2017. "From the 

Informal Economy to the Meaning of Informality: Developing Theory on Firms and Their 

Workers." International Journal of Sociology and Social Policy 37 (7/8): 361-373. 

https://doi.org/doi:10.1108/IJSSP-06-2016-0075. 

Ramasamy, Lalitha. 2017. "Challenges and Opportunities of Women Participating in the Informal 

Sector in Malaysia: A Case on Women Street Vendors in Penang." In The 12th Asian Academy 

of Management International Conference 2017, Penang Malaysia. 

http://library.wou.edu.my/vertical/vf2017-18.pdf. 

Rasanayagam, Johan. 2011. "Informal Economy, Informal State: The Case of Uzbekistan." 

International Journal of Sociology and Social Policy 31 (11/12): 681-696. 

https://doi.org/doi:10.1108/01443331111177878. 

Ren, Jiantao. 2012. "Motivations of Formal and Informal Institutions:An Analysis of Motivation 

Mechanisms in National Governance." Journal of ZheJiang University 42 (2): 140-147. 

http://www.zjujournals.com/soc/EN/abstract/abstract10494.shtml. 

Reynolds, Paul Davidson. 2007. Entrepreneurship in the United States : The Future Is Now. Boston: 

Springer US. 

Ritchie, Jane, and Jane Lewis, and Gilliam Elam. 2003. “Designing and Selecting Samples.” 

Qualitative Research Practice: A Guide for Social Science Students and Researchers. London: 

Sage. 

Rocco, Tonette, and Maria S. Plakhotnik. 2009. "Literature Reviews, Conceptual Frameworks, and 

Theoretical Frameworks: Terms, Functions, and Distinctions." Human Resource Development 

Review 8 (1): 120-130. https://doi.org/10.1177/1534484309332617. 



105 
 

Rosli, Firdaos, and En Ning Hwa. 2012. "Malaysia's Perspective of Inclusive Growth." East Asian 

Policy 4 (4): 55-66. https://doi.org/10.1142/S1793930512000360. 

Rossetto, Kelly. 2014. "Qualitative Research Interviews." Journal of Social and Personal 

Relationships 31 (4): 482-489. https://doi.org/10.1177/0265407514522892. 

Rossis, Nicholas. 2010. "The Informal Economy in Lebanon: Dangers and Benefits." University Of 

Durham. 

Rothenberg, Alexander, and Arya Gaduh, and Nicholas E. Burger, and Charina Chazali, and Indrasari 

Tjandraningsih, and Rini Radikun, and Cole Sutera, and Sarah Weilant. 2016. "Rethinking 

Indonesia’s Informal Sector." World Development 80: 96-113. 

https://doi.org/https://doi.org/10.1016/j.worlddev.2015.11.005. 

Roumi, Deb, and Amaln Kanti Ray, and Divya Avasthy. 2013. "Women Informal Economy: Its 

Characteristics and Legitimacy in the Intergenerational Context." Cuadernos 

Hispanoamericanos de Psicología 13 (1): 4-12. 

https://dialnet.unirioja.es/descarga/articulo/5493079.pdf. 

Ruby, Jay. 1980. “Exposing Yourself: Reflexivity, Anthropology, and Film”. Semiotica 30:1-2. 

https://doi.org/10.1515/semi.1980.30.1-2.153. 

Rupani, Kaniz Fatema. 2014. "The Organization of the Informal Sector for Sustainable Development." 

In Third International Conference on Global Business, Economics, Finance and Social 

Sciences, Mumbai, India, 2014. 

http://globalbizresearch.org/Mumbai_Conference/pdf/pdf/M434.pdf. 

Ryan, Richard M., and Edward L. Deci. 2000. "Intrinsic and Extrinsic Motivations: Classic Definitions 

and New Directions." Contemporary Educational Psychology 25 (1): 54-67. 

https://doi.org/10.1006/ceps.1999.1020. 

Ryan, Richard M., and Edward L. Deci. 2017. Self-Determination Theory : Basic Psychological Needs 

in Motivation, Development, and Wellness. New York : Guilford Publications. 

Saad, Natrah. 2014. "Tax Knowledge, Tax Complexity and Tax Compliance: Taxpayers’ View." 

Procedia - Social and Behavioral Sciences 109: 1069-1075. 

https://doi.org/10.1016/j.sbspro.2013.12.590. 

Sandada, Maxwell. 2014. "Transition from Informality to Formality Perceptions of Informal Traders 

in the Harare Metropolitan Area." International Journal of Economics, Commerce and 

Management 2 (12): 1-11. http://ijecm.co.uk/wp-content/uploads/2014/12/21218.pdf. 

Sandelowski, Margarete. 1986. "Problem of Rigor in Qualitative Research." Advances in Nursing 

Science 8(3):27-37. https://doi.org/10.1097/00012272-198604000-00005. 



106 
 

Sandmo, Agnar. 2012. "An Evasive Topic: Theorizing About the Hidden Economy." International 

Tax and Public Finance 19 (1): 5-24. https://doi.org/10.1007/s10797-011-9185-9. 

Santos, Eunice, and João J. Ferreira. 2017. "Analyzing Informal Entrepreneurship: A Bibliometric 

Survey." Journal of Developmental Entrepreneurship 22 (4). 

https://doi.org/10.1142/S1084946717500224. 

Sauka, Arnis, and Friedrich Schneider, and Colin C. Williams. 2016. Entrepreneurship and the 

Shadow Economy. Cheltenham: Edward Elgar Publishing. 

Saunders, Mark, and Philip Lewis, and Adrian Thornhill. 2016. Research Methods for Business 

Students .7th ed. Harlow: Pearson Education. 

Schneider, Friedrich. 2002. Size and Measurement of the Informal Economy in 110 Countries around 

the World. https://www.wiego.org/publications/size-and-measurement-informal-economy-

110-countries-around-world. 

Schneider, Friedrich, and Andreas Buehn. 2013. Estimating the Size of the Shadow Economy : 

Methods, Problems and Open Questions. München: München CESifo. 

Schneider, Friedrich, and Dominik H. Enste. 2002. The Shadow Economy – An International Survey. 

http://dx.doi.org/10.1017/CBO9780511493591. 

Schumpeter, Joseph A. 1961. The Theory of Economic Development: An Inquiry into Profits, Capital, 

Credit, Interest, and the Business Cycle. London: Transaction Publisher. 

Schwandt, Thomas. 2000. “Three Epistemological Stances for Qualitative Inquiry: Interpretivism, 

Hermeneutics, and Social Constructivism.” Thousand Oaks, CA: Sage Publications. 

Sello, Khumo. 2012. "Former Street Traders Tell Their Stories." https://www.wits.ac.za/media/wits-

university/faculties-and-schools/-engineering-and-the-built-environment/research-

entities/cubes/documents/Former%20Street%20Traders%20Tell%20Their%20Story.pdf. 

Sengupta, Arjun. 2010. “Inclusive Growth as Rights-based Development.” Journal of Asian Public 

Policy 3 (3): 215-22. https://doi.org/10.1080/17516234.2010.536329. 

Setareh, Mousavi, and Nlil Mohammadreza, and Nasr Ahmadreza. 2018. "Effects of Entrepreneurial 

Characteristic of School Principals on Evaluation of Educational Innovation." International 

Journal of Educational and Psychological Researches 4 (1): 33-41. 

https://doi.org/10.4103/jepr.jepr_40_16. 

Shapland, Joanna, and Jason Heyes. 2017. "How Close Are Formal and Informal Work?" The 

International Journal of Sociology and Social Policy 37 (7/8): 374-386. 

https://doi.org/10.1108/IJSSP-06-2016-0071. 



107 
 

Sharma, Chandan, and Soumik Biswas. 2018. "Determinants of Bribe in Informal Sector: Some 

Empirical Evidence from India." Global Business Review. 

https://doi.org/10.1177/0972150917749293. 

Shehryar, Muhammad, and Colin Williams. 2013. “The Size and Nature of Informal Entrepreneurship 

in Pakistan and How to Tackle It.” Conference Second Research Competitive Grant 

Conference,February,2013. 

https://www.researchgate.net/publication/266838931_'The_size_and_nature_of_informal_ent

repreneurship_in_Pakistan_and_how_to_tackle_it'. 

Shepherd, Dean A., and Trenton A. Williams, and Holger Patzelt. 2014. "Thinking About 

Entrepreneurial Decision Making: Review and Research Agenda." Journal of Management 41 

(1): 11-46. https://doi.org/10.1177/0149206314541153. 

Shockley, Gordon E., and Peter Frank. 2011. "Schumpeter, Kirzner, and the Field of Social 

Entrepreneurship." Journal of Social Entrepreneurship 2 (1): 6-26. 

https://doi.org/10.1080/19420676.2010.544924. 

Silverman, David. 2006. Interpreting Qualitative Data : Methods for Analyzing Talk, Text and 

Interaction 3rd ed. London: Sage Publications. 

Siqueira, Ana Cristina O., and Justin W. Webb, and Garry D. Bruton. 2016. "Informal 

Entrepreneurship and Industry Conditions." Entrepreneurship Theory and Practice 40 (1): 

177-200. https://doi.org/10.1111/etap.12115. 

Smallbone, David, and Friederike Welter. 2004. “Entrepreneurship in Transition Economies:Necessity 

or Opportunity Driven?” https://moam.info/necessity-or-opportunity-

driven_59ea86651723dd4bf9a7c7d0.html. 

SME Corp Malaysia. 2016. Sme Annual Report 2015/16. SME Corp Malaysia. 

http://www.smecorp.gov.my/images/Publication/Annual-

report/2015_2016/BI_byChapter/SME%20AR%202015-16%20Chapter%203.pdf. 

Smith, Margaret. 2004. "A Sample/Population Size Activity: Is It the Sample Size of the Sample as a 

Fraction of the Population That Matters?" Journal of Statistics Education 12 (2): 1-11. 

https://doi.org/10.1080/10691898.2004.11910735. 

Snyder, Karrie Ann. 2004. "Routes to the Informal Economy in New York's East Village: Crisis, 

Economics, and Identity." Sociological Perspectives 47 (2): 215-240. 

https://doi.org/10.1525/sop.2004.47.2.215. 

Struwig, Fredrika, and Janine Krüger, and Geoffrey Nuwagaba. 2019. "The Influence of the Business 

Environment on the Growth of Informal Businesses in Uganda." The Southern African Journal 



108 
 

of Entrepreneurship and Small Business Management 11 (1). 

https://doi.org/10.4102/sajesbm.v11i1.200. 

Suhaimi, Nur Hakimah Bt, and Abdullah Mamun, and Noor Raihani Zainol, and Yukthamarani 

Permarupan, 2016. “Characteristics of Informal Micro-Entrepreneurs in Malaysia.” 

Mediterranean Journla of Social Sciences 7(2): 128-136. 

https://doi.org/10.5901/mjss.2016.v7n2p128. 

Suhaimi, Nur Hakimah Bt, and Abdullah Al Mamun, and Noor Raihani Zainol, and Noorshellache 

Nawi. 2018. "The Moderating Effect of a Supportive Environment toward the Relationship of 

Entrepreneurial Competencies and the Performance of Informal Women Entrepreneurs in 

Kelantan, Malaysia." The Journal of Developing Areas 52 (1): 251-259. 

http://dx.doi.org/10.1353/jda.2018.0015. 

Sutter, Christopher, and Justin W. Webb, and Geoff Kistruck, and David J. Ketchen, and R. Duane 

Ireland. 2017. "Transitioning Entrepreneurs from Informal to Formal Markets." Journal of 

Business Venturing 32 (4): 420-442. https://doi.org/10.1016/j.jbusvent.2017.03.002. 

Stephan, Ute, and Lorraine M Uhlaner, and Christopher Stride. 2014. “Institutionas and Social 

Entrepreneurship: The Role Of Institutional Voids, Institutional Support, and Institutional 

Configurations.” International Journal of Business Studies 46 :308-331. 

https://doi.org/10.1057/jibs.2014.38. 

Svensson, Jakob. 2003. “Who Must Pay Bribes and How Much? Evidence from A Cross-Section Of 

Firms.” Journal Of Economics 118 (1): 207-30. https://www.jstor.org/stable/25053902. 

Tassin, Rolline Estelle Ndjike. 2014. "Transiting from the Informal to Formal Business: Motives, 

Challenges and the Coping Mechanisms of Selected Transited Businesses in the Bloemfontein 

Area." Management Sciences, Faculty of Management Sciences Central University of 

Technology. http://hdl.handle.net/11462/235. 

Teherani, Arianne, and Tina Martimianakis, and Terese Stenfors-Hayes, and Anupma Wadhwa, and 

Lara Varpio. 2015. "Choosing a Qualitative Research Approach." Journal of Graduate Medical 

Education 7 (4): 669-670. https://dx.doi.org/10.4300%2FJGME-D-15-00414.1. 

Tellegen, Nina. 1997. Rural Enterprises in Malawi: Necessity or Opportunity. Ashgate: African 

Studies Centre Leiden. 

Thai, Mai Thi Thanh, and Ekaterina Turkina. 2013. Entrepreneurship in the Informal Economy 

Routledge: Taylor and Francis. 

Tokman, Victor E. 2011. "Regulations in the Informal Economy." In WIEGO Researc Conference, 

Cape Town, SA, March 24-26. 



109 
 

https://www.wiego.org/sites/default/files/migrated/resources/files/Tokman-Regulations-Inf-

Econ.pdf. 

Tonoyan, Vartuhí, and Robert Strohmeyer, and Mohsin Habib, and Manfred Perlitz. 2010. "Corruption 

and Entrepreneurship: How Formal and Informal Institutions Shape Small Firm Behavior in 

Transition and Mature Market Economies." Entrepreneurship Theory and Practice 3 (5): 803-

831. https://doi.org/10.1111/j.1540-6520.2010.00394. 

Torgler, Benno, and Friedrich Schneider. 2009. “The Impact of Tax Morale and Institutional Quality 

on The Shadow Economy.” Journal of Economic Psychology 30 (2): 228-245. 

https://doi.org/10.1016/j.joep.2008.08.004. 

Turner, Daniel W. 2010. "Qualitative Interview Design: A Practical Guide for Novice Investigators." 

The Qualitative Report 15 (3): 754-760. https://doi.org/10.46743/2160-3715/2010.1178. 

Tumin, Siti Aiysyah. 2020. “Unregistered and ‘Invisible’ Workers in Malaysia’s Informal Sector.” 

Khazanah Research Institue. 

http://www.krinstitute.org/assets/contentMS/img/template/editor/SPINE_DP2.pdf. 

Unni, Jeemol. 2018. “Formalization of the Informal Economy: Perspectives of Capital and Labour.” 

Indian Journal of Labour Economics 61 (1): 87-103. https://doi.org/10.1007/s41027-018-

0121-8. 

Urban, Boris. 2007. “A Framework for Understanding The Role of Cultutre In Entrepreneurship.” Acta 

Commercial Journall 7 (1). http://dx.doi.org/10.4102/ac.v7i1.13 

Wafa, Ahmed Belbachir, and Ahmed Belbachir Mohamed, and Bouteldja.A. 2015. "Counterfeiting: 

Supply Source of Informal Economy a Look at the Algerian Market." International Journal of 

Business and Social Science 6 (11): 18-24. 

https://ijbssnet.com/journals/Vol_6_No_11_November_2015/3.pdf. 

Wahyuni, Dina. 2012. “The Research Design Maze: Understanding Paradigms, Cases, Methods and 

Methodologies.” Journal of Applied Management Accounting Research 10 (1): 69-80. 

https://www.researchgate.net/publication/256024036_The_Research_Design_Maze_Understa

nding_Paradigms_Cases_Methods_and_Methodologies. 

Wainwright, Megan, and Andrew Russell. 2010. "Using Nvivo Audio-Coding: Practical, Sensorial and 

Epistemological Considerations." Social Research Update (60): 1-4. 

https://www.researchgate.net/publication/269076830_Using_NVivo_Audio-

Coding_Practical_Sensorial_and_Epistemological_Considerations. 

Walsham, Geoff. 2006. “Doing Interpretive Research.” European Journal of Information System 15 

(3): 320-330. https://doi.org/10.1057/palgrave.ejis.3000589. 

https://doi.org/10.1016/j.joep.2008.08.004


110 
 

Wan Ahmad, Ibrahim, and Asyraf Rahman, and Zainab Ismail. 2011. "Informal Sector in Rural Areas: 

Socio Demographic Profile of Traditional Food Industry Entrepreneur in Kelantan and 

Terengganu, Malaysia." International Journal of Humanities and Social Science 1 (5): 221-

227. http://www.ijhssnet.com/journals/Vol._1_No._5;_May_2011/24.pdf. 

Webb, Justin W., and Garry D. Bruton, and Laszlo Tihanyi, and Robert Duane Ireland. 2013. 

"Research on Entrepreneurship in the Informal Economy: Framing a Research Agenda." 

Journal of Business Venturing 28 (5): 598-614. https://doi.org/10.1016/j.jbusvent.2012.05.003. 

Webb, Justin W., and Laszlo Tihanyi, and R. Duane Ireland, and David G. Sirmon. 2009. "You Say 

Illegal, I Say Legitimate: Entrepreneurship in the Informal Economy." The Academy of 

Management Review 34 (3): 492-510. https://doi.org/10.5465/AMR.2009.40632826. 

Wei. 1997. Why Is Corription So Much More Taxing Than Tax? Cambridge: National Bureau of 

Economic Research Working Paper 6625. 

https://econpapers.repec.org/scripts/redir.pf?u=http%3A%2F%2Fwww.nber.org%2Fpapers%

2Fw6255.pdf;h=repec:nbr:nberwo:6255. 

Wells, Jill. 2007. “Informality in the Construction Sector in Developing Countries.” Construction 

Management and Economics 25(1): 87-93. https://doi.org/10.1080/01446190600601339. 

Welter, Friederike, and David Smallbone, and Anna Pobol. 2015. "Entrepreneurial Activity in the 

Informal Economy: A Missing Piece of the Entrepreneurship Jigsaw Puzzle." 

Entrepreneurship & Regional Development: 1-15. 

https://doi.org/10.1080/08985626.2015.1041259. 

Whiteley, Alma, and Margaret McCabe, and Lynette Buoy, and Fred Howie, and Des Klass, J. Latham, 

and Maureen Bickley, and Leela Luckeenarain. 1998. 'Planning the Qualitative Research 

Interview.' Graduate School of Business Working paper Series no 15. Curtin University of 

Technology. 

WIEGO. 2019. "Rethinking Formalization." WIEGO. https://www.wiego.org/wiego/rethinking-

formalization. 

Williams, Colin. 2005. “Formalising the Informal Economy: The Case for Local Initiatives.” Local 

Government Studies 31 (3): 335-349. https://doi.org/10.1080/03003930500095186. 

Williams, Colin. 2006. The Hidden Enterprise Culture : Entrepreneurship in the Underground 

Economy. Cheltenham: Cheltenham : Edward Elgar Publishing Limited. 

Williams, Colin. 2007a. “Entrepreneurs Operating in the Informal Economy: Necessity or Opportunity 

Driven?” Journal of Small Business and Entrepreneurship 20 (3): 309-319. 

https://doi.org/10.1080/08276331.2007.10593402. 



111 
 

Williams, Colin. 2007b. "The Nature of Entrepreneurship in the Informal Sector: Evidence from 

England." Journal of Developmental Entrepreneurship 12 (2): 239-254. 

https://doi.org/10.1142/S1084946707000654. 

Williams, Colin. 2008. “Beyond Necessity-Driven Versus Opportunity-Driven Entrepreneurship a 

Study of Informal Entrepreneurs in England, Russia and Ukraine”. The International Journal 

of Entreprenuership and Innovation. 9 (3): 157-165. 

https://doi.org/10.5367/000000008785096647. 

Williams, Colin. 2009. “Informal Entrepreneurs and Their Motives: A Gender Perspective.” 

International Journal of Gender and Entrepreneurship. 1(3):219-225. 

https://doi.org/10.1108/17566260910990900. 

Williams, Colin. 2011. "Entrepreneurship, the Informal Economy and Rural Communities." Journal 

of Enterprising Communities: People and Places in the Global Economy 5 (2): 145-157. 

https://doi.org/10.1108/17506201111131578. 

Williams, Colin. 2014. "Out of the Shadows: A Classification of Economies by the Size and Character 

of Their Informal Sector." Work Employment and Society 28 (5): 735-753. 

http://dx.doi.org/10.1177/0950017013501951. 

 

Williams, Colin, and Alvaro Martinez–Perez, and Abbi M. Kedir. 2017. "Informal Entrepreneurship 

in Developing Economies: The Impacts of Starting up Unregistered on Firm Performance." 

Entrepreneurship Theory and Practice 41 (5): 773-799. https://doi.org/10.1111/etap.12238. 

Williams, Colin, and Anjula Gurtoo. 2011. "Evaluating Women Entrepreneurs in the Informal Sector: 

Some Evidence from India." Journal of Developmental Entrepreneurship 16 (3): 351-369. 

https://doi.org/10.1142/S1084946711001914. 

Williams, Colin, and Ioana A. Horodnic, and Jan Windebank. 2015. "Explaining Participation in the 

Informal Economy: An Institutional Incongruence Perspective." International Sociology 30 

(3): 294-313. https://doi.org/10.1177/0268580915578745. 

Williams, Colin, and Ioana Alexandra Horodnic. 2016. "An Institutional Theory of the Informal 

Economy: Some Lessons from the United Kingdom." International Journal of Social 

Economics 43 (7): 722-738. https://doi.org/10.1108/IJSE-12-2014-0256. 

Williams, Colin, and Jan Windebank. 2000. Beyond Employment: An Examination of Modes of Service 

Provision in a Deprived Neighbourhood 20 (4): 33-46. 

https://doi.org/10.1080/02642060000000045. 

Williams, Colin, and John Round. 2007. "Beyond Formalization: Rethinking the Future of Work." 

foresight 9 (3): 30-41. https://doi.org/10.1108/14636680710754156. 



112 
 

Williams, Colin, and Marijana Baric. 2014. "Special Issue: Entrepreneurship in the Informal Sector: 

Institutional Perspectives." Journal of Small Business & Entrepreneurship 27 (1): 116-117. 

https://doi.org/10.1080/08276331.2014.963375. 

Williams, Colin, and Muhammad S. Shahid. 2016. "Informal Entrepreneurship and Institutional 

Theory: Explaining the Varying Degrees of (in)Formalization of Entrepreneurs in Pakistan." 

Entrepreneurship & Regional Development 28 (1): 1-25. 

https://doi.org/10.1080/08985626.2014.963889. 

Williams, Colin, and Muhammad S. Shahid, and Alvaro Martínez. 2016. "Determinants of the Level 

of Informality of Informal Micro-Enterprises: Some Evidence from the City of Lahore, 

Pakistan." World Development. 84: 312-325. https://doi.org/10.1016/j.worlddev.2015.09.003. 

Williams, Colin, and Sara Nadin. 2010. "Entreprneuership and the Informal Economy: An Overview." 

Journal of Developmental Entrepreneurship 15 (4): 361-378. 

https://doi.org/10.1142/S1084946710001683. 

Williams, Colin, and Sara Nadin. 2012. "Tackling Entrepreneurship in the Informal Economy: 

Evaluating the Policy Options." Journal of Entrepreneurship and Public Policy 1 (2): 111-124. 

https://doi.org/doi:10.1108/20452101211261408. 

Williams, Colin, and Sara Nadin. 2014. "Facilitating the Formalization of Entrepreneurs in the 

Informal Economy: Towards a Variegated Policy Approach." Journal of Entrepreneurship and 

Public Policy 3 (1): 33-48. https://doi.org/10.1108/JEPP-05-2012-0027. 

Williams, Colin, and Youssef Youssef. 2014. Is Informal Sector Entrepreneurship Necessity- or 

Opportunity-Driven? Some Lessons from Urban Brazil 3 (1): 41-53. 

https://doi.org/10.5430/bmr.v3n1p41. 

Williams, Nick, and Tim Vorley. 2014. Institutional Asymmetry: How Formal and Informal 

Institutions Affect Entrepreneurship in Bulgaria. 33 (8): 840-861. 

https://doi.org/10.1177/0266242614534280. 

Willis, Jerry, and Muktha Jost, and Rema Nilakanta. 2007. Foundations of Qualitative Research : 

Interpretive and Critical Approaches Qualitative Research. Sage Publications. 

Woodward, Douglas, and Robert Rolfe, and André Ligthelm, and Paulo Guimaraes. 2011. The 

Viability of Informal Microenterprise in South Africa 16 (1): 65-86. 

https://doi.org/10.1142/S1084946711001719. 

Xheneti, Mirela, and Adrian Madden, and Shova Thapa Karki. 2017. "Value of Formalization for 

Women Entrepreneurs in Developing Contexts: A Review and Research Agenda." 

International Journal of Management Reviews 21 (1): 3-23. 

https://doi.org/10.1111/ijmr.12172. 



113 
 

Yetisen, Ali K., and Lisa R. Volpatti, and Ahmet F. Coskun, and Sangyeon Cho, and Ehsan Kamrani, 

and Haider Butt, and Ali Khademhosseini, and Seok Hyun Yun. 2015. "Entrepreneurship." Lab 

Chip 15 (18): 3638-3660. https://doi.org/10.1039/c5lc00577a. 

Zahiid, Syed Jaymal. 2018. "Deep in the Shadow Economy, Illegal Workers Live with Abuse, 

Torture."MalayMail2018. https://www.malaymail.com/news/malaysia/2018/12/03/deep-in-

the-shadow-economy-illegal-workers-live-with-abuse-torture/1699319. 

Zhao, Fang, and Alan Collier. 2016. “Digital Entrepreneurship: Research and Practice.” 9th Annual 

Conference of the EuroMed Academy of Business, Warsaw Poland, September 2016. 

https://www.researchgate.net/publication/309242001_Digital_Entrepreneurship_Research_an

d_Practice. 

Zyphur, Michael J., and Dean C. Pierides. 2017. "Is Quantitative Research Ethical? Tools for Ethically 

Practicing, Evaluating, and Using Quantitative Research." Journal of Business Ethics 143 (1) 

pp?. https://doi.org/10.1007/s10551-017-3549-8. 

 

Every reasonable effort has been made to acknowledge the owners of copyright material. I would be 

pleased to hear from any copyright owner who has been omitted or incorrectly acknowledged.  

  



114 
 

APPENDICES 

Appendix 1: General Interview Questions 

 

Interview Questions – Informal entrepreneurs 

1. What are the internal factors influencing you to operate in the informal economy?  

2. What are the external factors influencing you to operate in the informal economy? 

3. What are the other factors influencing you to operate in the informal economy? 

 

Interview Questions – Formal entrepreneurs 

1. What are the internal factors influencing you to transition from informal into the formal 

economy? 

2. What are the external factors influencing you to transition from informal into the formal 

economy? 

3. What other reasons the influence you to transition from informal into the formal economy? 
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Appendix 3: Consent Form 
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Appendix 5: Word Saturation, Word Cloud – Informal Entrepreneurship 
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Appendix 6: Word Saturation, Word Cloud – Formal Entrepreneurship

 


